


JPRS-EEI-85-076 


27 September 1985 


East Europe Report 





ECONOMIC AND INDUSTRIAL AFFAIRS 








|FBIS| FOREIGN BROADCAST INFORMATION SERVICE 








NOTE 


JPRS publications contain information primarily from foreign 
newspapers, periodicals and books, but also from news agency 
transmissions and broadcasts. Materials from foreign-language 
sources are trarislated; those from English-language sources 
are transcribed or reprinted, with the original phrasing and 
other characteristics retained. 


Headlines, editorial reports, and material enclosed in brackets 
|] are supplied by JPRS. Processing indicators such as [Text] 
or [Excerpt] in the first line of each item, or following the 
last line of a brief, indicate how the original information was 
processed. Where no processing indicator is given, the infor- 
mation was summarized or extracted. 


Unfamiliar names rendered phonetically or transliterated are 
enclosed in parentheses. Words or names preceded by a ques- 
tion mark and enclosed in parentheses were not clear in the 
original but have been supplied as appropriate in context. 
Other unattributed parenthetical notes within the body of an 
item originate with the source. Times within items are as 
given by source. / 


The contents of this publication in no way represent the poli- 
cies, views or attitudes of the U.S. Government. 


PROCUREMENT OF PUBLICATIONS 


JPRS publications may be ordered from the National Technical 
Information Service, Springfield, Virginia 22161. In order- 
ing, it is recommended that the JPRS number, title, date and 
author, if applicable, of publication be cited. 


Current JPRS publications are announced in Government Reports 
Announcements issued semi-monthly by the National Technical 
Information Service, and are listed in the Monthly Catalog of 
U.S. Government Publications issued by the Superintendent of 
Documents, U.S. Government Printing Office, Washington, D.C. 
20402. ° 














Correspondence pertaining to matters other than procurement 
may be addressed tc Joint Publications Research Service, 
1000 North Glebe Road, Arlington, Virginia 22201. 














JPRS-EEI-85-076 


27 September 1985 


EAST EUROPE REPORT 
ECONOMIC AND INDUSTRIAL AFFAIRS 


CONTENTS 


CZECHOSLOVAKIA 


CSSR-Soviet Cooperation in Machine Industry 
(Marcela Vanorna; RUDE PRAVO, 20 Aug 85)......ceeeeeeceees 


KURIER Reporter Visits Nuclear Power Plant 
(KURIER, 7 Aug PiPcsbboetaeeccoeteeséoe se © fe fe fe © seer ereeeneeree 


New Metiod of Removing Nitrogen Compounds From Water 
(RUDE PRAVO, 20 Aug — —4404 


EC 1027 Computer Capability Viewed 
(Eng Marcel Jirina; MECHANIZACE AUTOMATIZACE ADMINISTRATIVY, 
No 6, DE a 6606 66666660006 0b0 000s CeOROSOOCe CODECS COC COSES 
GERMAN DEMOCRATIC REPUBLIC 


New Regulation on Postal Duties Examined 
(Juergen Falke; DIE DEUTSCHE POST, No 4, 1985).......ee45- 


\ HUNGARY 


Wage Increases at Indebted Enterprises Explained 
(Ilona Kocsi; MAGYAR HIRLAP, 30, 31 Jul 85)......esceeeeees 


Coal Mining Industry Problems Examined 
(Endra Babus; HETFOI HIREK, No 31, 3 Aug 85).....-eeeeeees 


Survey Reveals Enterprise Pessimism on Performance Potential 
(HETIVILAGGAZDASAG, 10 Aug — ⸗ se epee © 





6 


10 


15 














POLAND 


Academy of Sciences Polls Company Managers on Reform 
(Ewa Maslyk, Julian Pankow; ZYCIE GOSPODARCZE, No 29, 
14 Jul ET SS a a ep a 


Gasline Operation Expected Ahead of Schedule 
(ZYCIE WARSZAWY, 27-28 Jul 0 ES ee **ee8* 


Science, Industry Research Projects Reviewed 
(RZECZPOSPOLITA, 24 Jul Ee ae — — 


Industrial Regeneration Eases Import Needs 
(ZYCIE WARSZAWY, 25 Jul — anes ebeneeeece 


*"Belchatow’' Power Station Progress 
(RZECZPOSPOLITA, 23 Jul ihe pein rn entandnnebeoe ooceec 


Expert Outlines Transit System Problems, Prospects 
(Witold Andruszkiewicz; PRZEGLAD TYGODNIOWY, No 33, 
18 Aug Tithe an deeb idk se Gabbana dadel’esoeeseeeooees cee 


Briefs 
Szalajda Delegation Hold Talks 
Officials Sign 1986-90 Protocol 
Consumer Union Congress Continues 
Trade Exhibition in Beijing 
Zrnowiec Atomic Plant 
Power Tool Production 


ROMANIA 


Harmonious Distribution of Production Forces Sout 
(Nicolae Ionescu; ERA SOCIALISTA, No 15, i0 Aug 85)....... 


Shortcomings in Realizing Investment Program 
(B. Vasile, B. Corneliu; REVISTA ECONOMICA, No 30, 
26 Jul oS 06 0660600006066 06SSSSOSSCCSOCCEC ODO OC COCO CCCES 
YUGOSLAVIA 


Gas Supply Agreement With Algeria Signed 
(D. Nedeljkovic; EKONOMSKA POLITIKA, 12 Aug 85)........... 


Electric Power Production, January-August 1985 
(EKONOMS KA POLITIKA, 12 Bae BS) ccccccccccsencccccccccccess 


Bank Association Head Discusses Money Market 
(Vladimir Krsulj Interview; EKONOMSKA POLITIKA, i7 Jun 85). 


32 


41 


42 


44 


46 


47 


52 
52 
52 
52 
53 
53 


54 


71 














Anxiety About Wealth Cited as Obstacle in Private Sector 
(Toma Dzadzic; NEDELJNE INFORMATIVNE NOVINE, No i803, 
21 Jul aor *enerte ee nerenereeeeneteneeeneeneteenetneeeeee se ere. 75 


Data on Earnings, Number cf Small Businesses 
(V. Karakasevic; EKONOMSKA POLITIKA, 12 Aug 85)...........- 80 


Persistent Obstacles To Stabilizaticn Detailed 
(Branko Colanovic; NEDELJNE INFORMATIVNE NOVINE, No i803, 
21 Jul —— oseeeeeeee e— — — —— —— —— eee —————,—,— —— ———2—2—22 83 


— ¢ = 

















JPRS-EE1=85-076 
27 September 1985 


CZECHOSLOVAKIA 


CSSR-SOVIET COOPERATION IN MACHINE INDUSTRY 
Prague RUDE PRAVO in Czech 20 Aug 85 p 5 
[Article by Marcela Vanorna: “CNITA Leningrad and Our Motorpal Enterprise"} 


[Excerpts] How would you like a Zhiguli automobile which would run on diesel 

fuel instead of gasoline? This would mean a substantial decrease in the con- 

sumption of fuels and practically no lead to pollute the atmosphere and other 

advantages. However, a number of design principles would have to be solved in 
a different manner than heretofore. And yet such a prototype of an automobile 
already exists. It is equipped with a fuel injection pump of an entirely new 

design which is half the size of existing types. 


The new pump on this automobile was introduced last year at the first sympo- 
sium of specialists for internal combustion engines from CEMA countries by its 
creators from the Leningrad CNITA Enterprise. The acronym arose at a time 
when this was a purely scientific research and design institute. Today, how- 
ever, CNITA is already a scientific production association employing more than 
1,200 persons in research, development and design; it also operates an experi- 
mental facility at Priozersk (an okres city in Leningrad Oblast), and testing 
enterprise in the Ukraine. CNITA directs the planning and introduction of new 
technology and the modernization of technology in a number of industrial en- 
terprises under jurisdiction of the Ministry of the Tractor Industry and Agri- 
cultural Machines of the USSR. 


And our Motorpal Enterprise in Jihlave, including the Institute for Motor Ve- 
hicle Research in Prague, cooperate very successfully with this giant. How- 
ever, we are currently primarily interested in direct cooperation in produc- 
tion. That is why we asked the Soviet specialists and our specialists what 
advantages this cooperation presents. "We value our long-term cooperation 
with Motorpal very much," said Juriy B. Sviridov, who is a professor and a 
doctor of technical sciences as well as being the general director of CNITA. 
"For example, years ago we already developed and designed two semiautomatic 
and two automatic types of machine tools for highly precise metalcutting and 
other injection details. We consulted on a number of problems with Czechoslo- 
vak specialists from Jihlave. The machines are of top quality and are used 
today even by those at Jihlave.” 




















Now, however, cooperation already involves production cooperation between en- 
terprises at a higher level. An agreement has been concluded for the delivery 
of fuel injection pumps for eight-cylinder combustion engines for industrial 
tractors (machines up to 600 kw in capacity which have thus far even been in- 
ported to the USSR). This year the Motorpal Enterprise at Jihlave will pro- 
duce the first 300 such pumps for Soviet consumers; the next 5-year plan calls 
for 20,000. 


“Advantages? They are clear for us," Professor Sviridov explained. "“Deliver- 
ies from Jihlave are cheaper than from western ccuntries and the quality is 
the same." 


“As you can see, we do not conceal anything from each other," added Lev lI. 
Podolnyy, candidate of technical sciences and head of a CNITA department. "We 
also introduced a large new pump which we are working on at the above-men- 
tioned symposium, just like the ‘diesel’ Zhiguli pump. Even though we're 
talking about it again--we exchanged experiences there and clarified a number 
of organizational matters. For example, we decided to undertake joint devel- 
opment with Motorpal of a new fuel injector (that is to say, the jet and 
holder), and we agreed to meet regularly every 2 years at the level of CEMA 
specialists." 


However, erroneous or deliberately disorienting information regarding Czecho- 
slovak-Soviet cooperation sometimes circulates in Czechoslovakia which is 
mostly based on broadcasts by some foreign radio or television station. They 
are attempting to suggest that such contracts are a cause for the obsolescence 
of Czechoslovak engineering. We turned to our specialist, engineer Ladislav 
Stefan, the technical deputy director of the Jihlave Motorpal Enterprise, with 
this question. “After all, it is only up to us as to what we will improve in 
order to maintain pace with world-class «cuality. The certainty of having a 
long-term customer for a large quantity of our products will free our hands 
and funds specifically for innovation. And what's: more, CNITA has a much 
larger research, development and design capacity than we have and is com- 
pletely unselfish in giving us a whole lot of information which is advanta- 
geous, particularly from the standpoint of technical development." 


Frankly said, specific forms and quantities of cooperation efforts between So- 
viet and Czechoslovak enterprises--and today this is a matter of their own 
initiative since they need not wait for directives from any ministry--are 
sometimes not so easily found. The main reason is the dispersion of our engi- 
neering industry; we produce “practically everything." This also impedes the 
more rapid application of scientific-technical progress and, in comparison 
with large foreign firms, even reduces the possibility of increasing produc- 
tivity. For example, one of the first CNITA outputs, an ND fuel pump with a 
distributor for tractors (which has thus far eluded other world producers who 
continue to use traditional in-line pumps for tractors), was produced in quan- 
tities of around 2.5 million pieces. In the USSR it is produced in series 

for 100,000 or 200,000; the jets are wrapped on automatic machines like candy. 
And there are several associations like the CNITA in the USSR. 


For our enterprises these are astronomical numbers. However. lesser quanti- 
ties of large industrial tractors will be produced so that the project was as 
if it were tailor-made for the Jihlave Motorpal Enterprise. It should be 
noted that coproduction is being developed on economic foundations, that is to 
say, products are paid for by each side. 


5911 : 
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CZECHOSLOVAKIA 


KURIER REPORTER VISITS NUCLEAR POWER PLANT 
Vienna KURIER in German 7 Aug 85 p 6 
{Article by KURIER reporter: “Inspection of a Modern Power Plant") 


[Text] While in Austria a new referendum jon the opening of the Zwentendorf 
nuclear power plant] or the sale of the Zwentendorf nuclear power plant because 
of party political reasons is discussed, our eastern neighbor country, the 
CSSR, is building large scale nuclear power plants. This year alone, four 
nuclear power plants will be put into cperation in the CSSR. KURIER editor 
Franz Eder was the first Western journalist, who had the opportunity to visit 
the CSSR Dukovany nuclear power plant westward of Brno. 


On clear days one can see the gigantic cooling towers of the Dukovany nuclear 
power center from a distance of more than 50 km. Four reactors are to be built 
in Dukovany, westward of Brno; the first one was recently put into operation. 


This nuclear power plant was visited by KURIER. 
“6 


After being welcomed and given a short technical introduction we proceed into 
the reactor. We receive white, sterile clothes and a dosimeter. Like a group 
cf doctors we are walking through the long corridors of the enormous building. 
The reactor personnel is chatting casually--work in the nuclear power plant has 
become everyday life for them. On our way to the reactor chamber we have to 
pass three barriers where they check if we are authorized to enter the inner- 
most rooms of the reactor. 


Then we are entering the reactor chamber. 


The floor is covered with stainless steel (Nirosta) sheets; in the middle of 
the large hall there is the reactor vessel sealed by the IAEA in Vienna. In 
order to demonstrate that the situation is not dangerous at all, I am persuaded 
to touch the reactor vessel. Carefully I put my right hand on the thick metal 
cover. It feels warm. I am told that the fuel rods are inserted by remote 
control. 


The reactor hall is continuously observed by TV monitors. We leave the primary 
zone again. At the next barrier I am wedged into a device that reminds me of 
an X-ray screen. It checks if I was exposed to radioactive radiation. The 








device does not find out anything and I am free to leave. again we change our 
clothes and are examined another time for radiation. Again nothing. My dosi- 
meter, too, is evaluated within only two minutes. Result: zero. 


When we leave the nuclear power plant area there is a third and last test, 
which also yields negative results. Then it is done. Every nuclear power 
operator has to undergo this procedure every day. In the future, I am told, 
it is planned to carry out also a health and psychological test before enter- 
ing the reactor-~similar to tests for pilots. This is to further increase 
operational security. 


Exactly 30 years ago the CSSR began with research in the field of nuclear power. 
With a test reactor in Rez near Prague--similar to our Seibersdorf [test 
reactor to the south of Vienna]. Today one of the largest nuclear power re- 
search laboratories of the world in near Trnava. The first test reactor came 
from the USSR. Now the CSSR produces almost 100 percent of the reactor com- 
ponents under license itself. Main contractor is the Skoda company. Two 
reactors are in operation--by the end of the year there will already by six. 
Another six, also with an output of 440 megawatt, are under construction. 
Locations for the power plants in the CSSR are, besides Dukovany, Mochovce, 
eastward of Bratislava, Temelin, to the north of Budejovice, and Bohunice, to 
the north of Bratislava. In the CSSR four reactors are built on one power 
plant location; in Temelin larger reactors with an output of 1000 megawart per 
reactor are built. Temelin will have a security system similar to the one in 
Zwentendorf. 


Currently the share of nuclear power in the CSSR amounts to 16.5 percent; by 
the end of the milennium it should be more than 56 percent. By then it is 
planned to heat cities with nuclear power. A prototype of such a nuclear 
central heating plant is currently being tested in the USSR. A possible loca- 
tion in the CSSR might be near Brno. Last year the CSSR passed a “Nuclear 
Security Bill", which internationally met with great approval. The IAEA in 
Vienna confirms the high, internationally adequate technical level of the 
Czechoslovak reactors. In the CSSR the extensive application of nuclear power 
is to halt the dying of forests. It should also preserve raw materials such 
as coal, oil, and gas for a longer period, or even make them exclusively 
available for more important purposes, such as petrochemical production. 


CSO: 2300/497 
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CZECHOSLOVAKIA 


NEW METHOD OF REMOVING NITROGEN COMPOUNDS FROM WATER 
Prague RUDE PRAVO in Czech 20 Aug 85 p 2 


[Text] Speed, effectivity, minimal investment requirements and the possibil- 
ity of broad industrial application--these are the principal advantages of the 
new original Czechoslovak method for removing nitrogen compounds from water 
which was developed by a collective of specialists at the Institute of Micro- 
biology of the Czechoslovak Acadeay of Sciences. 


They were motivated by the fact that the currently used technology for clean- 
ing and processing water is not capable of removing nitrates and nitrites dis- 
solved in water, the increased concentration of which is the result of high 
doses of industrial fertilizers in agriculture. Concern over the rising con- 
tent of nitrogen compounds in water, however, is not restricted to this coun- 
try but exists in practically all countries with a developed agricultural pro- 
duction. Consequently, a substantial number of scientists in various sectors 
are concerned with solving this problem. Our scientists decided to use en- 
zymes to accomplish the supplemental cleansing. 


These specific proteins support a metabolic change within the cells of living 
organisms. Some are specialized to decompose various substances, others spe- 
cializeid in creating substances. Four of the enzymes known thus far “are able 
to” transform nitrites and nitrates into ganeous nitrogen. 


The scientists at the Institute of Microbiology of the Czechoslovak Academy of 
Sciences had first-hand experience of the frequently verified fact that it is 
a long way from theory or laboratory experimentation to industrially utilizable 
technology. However, at the end of this path was the process for denitrifica- 
tion of water which uses “bound” (professionally speaking they are immobil‘ze/) 
cells producing the requisite enzymes, which was based on two Czechoslovak in- 
ventions. The first of these is already in use in a number of West European 
countries, in India and in Japan. 


Other sectors must now contribute their efforts to enable Czechoslovakia to 
make the earliest possible industrial use of this progressive technology. 


5911 
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CZECHOS LOVAKIA 


EC 1027 COMPUTER CAPABILITY VIEWED 


Prague MECHANIZACE AUTOMATIZACE ADMINISTRATIVY in Czech No 6, 1985 inside 
back cover 


[Article by Eng Marcel Jirina, CSc.: “The EC 1027 Computer”) 


[Text] Last year the new computer in the JSEP series, the EC 1027, was 
completed. It is the first computer of the so-called “seventh series” 
[JSEP-3], whose development was successfully completed by the Research 
Institute for Mathematical Machines and the k.u.o. [expansion unknown] 

in Prague and production begun at the Cakovice Machinery and Automation 
Plants, kraj enterprise. The JSEP 3 systems are compatible with the pre- 
decessor JSEP 2 types [for example, EC 1025, EC 1026, EC 1045, and EC 1055], 
but have an expanded set of instructions, substantially stronger microdiagnos- 
tics, and a better performance to price ratio. Txe performance to price 
ratio for the basic unit of the EC 1027 computer is about three times better 
than for the EC 1026. 


To accelerate development of the computer and to facilitate starting up 
production, it was decided that the EC 1027 computer should be based as 
closely as possible on the EC 1025 and EC 1026 computers. The overall 
computer structure starts with the proven sultimodular construction structure, 
preserves substantially the same intermodular connection and the internal 
structure of the transmission mocules designed for connection of ancillary 
equipment. There is an entirely new design for the operational processor, 
the organizational module, and the main memory. The actual data path 
between the main memory and the operational processor is eight bytes in 
width. The disc module tor direct connection of disc memory has an expanded 
capacity for connecting up to eight spindles or 100 or 200 MB disc memory 
and, compared with the EC 1026 computer, it has faster access to the main 
memory. The system of transmission modules includes an alternative of 
replacing the syllabus multiplex mdule with a new module with two channels 
which are a syllabus muliplex channel for slower equipment and a bloc 
multiplexer for external memory and other rapid equipment [speeds up to 

1.5 MB/s}. In addition, hey have built in the capability of including a 
second disc module for demanding applications. The communications module 
has the capability of rapid contact [without a modem) for connecting local 
terminals or for connecting computers into a systen. 








The EC 1027 computer also is based on the previous Czechoslovak JSEP 
computers from the design aspect. Th< lower design levels (boards and blocs) 
continue to be used without any great changes, while the double computer 
cabinet [the floorspace is twice 1.45 X 0.7m? and the height is 1.4 =] and 
the operator's panel are newiy designed. 


Great attention is given to protecting the computer against outages. The 
computer is protected against any type of single persistent or iatermittent 
disruption. The advantages of this protection are as follows: 


-~great reliability for the output information from the computer; 


— thorough separation of problems with the technical equipment from errors 
in the programs; 


--better utilization of machine time, since routine tests during operations 
#ze no longer necessary; and 


--chance outages can be fixed by using a correction code or automatic 
repetition [an instruction or microinstruction). 


Production of the EC 1027 computer was already begun in 1984 at the Cakovice 
Machinery and Automation Plants, Kraj enterprise, where two computers were 
produced. In 1985, seven computers were produced and the production of 40 
is planned for i986. 


























Figure 1. EC 1027 computer. At left is the controi unit, to the right is the 
computer cabinet with main memory, ancillary equipment and communications 
module. To the rear is the disk system. 














Figure 2. EC 1027 control unit. 
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GERMAN DEMOCRATIC REPUBLIC 


NEW REGULATION ON POSTAL DUTIES EXAMINED 
East Berlin DIE DEUTSCHE POST in German Vol 30 No 4, 1985 pp 153-154 


[Article by Juergen Falke: "Offices and Agencies of German Postal Service-- 
Positicn and Duties (On Revision of Regulation 1.22)"] 


[Text] In accordance with the decree issued by the minister for post and tele- 
communications on 24 April 1980, calling for the “establishment of guidelines 
for the preparation of documents on management activities," the regulation of 
series 1 on “directives concerning the duties and operation..." of the individ- 
ual organizational units--which were established between 1964 and 1972--are to 
be replaced by the “directives concerning position and duties...." In the 
meantime, these regulations for the individual organizational un’ts of the 
German Postal Service have for the most part been adopted, confirmed and 
executed. 


The decision came as a result of the changes in the social life of the GDR 
which occurred during the past few years. Furthermore, 4 large number of rules 
and other regulations constitute the framework of the revised regulations-- 
among the items that come to mind are the laws concerning the Council of 
Ministers of the GDR (1), the local people's representations and their organs 
in the GDR (2), as well as the rules governing state combines, combine enter- 
prises and state enterprises (3) and also the ledor code (4). Among them are 
also management and organizational changes within the German Postal Service, 
such as the establishment of post and telecommunications agencies, the signal 
communications construction combine, the new proliferation of the Central Post 
and Telecommunications Network offices or the establishment of radio depart- 
ments at the district offices of the German Postal Service and the integration 
of the radio interference suppression service (as a rule) into the telecommun- 
ications agencies, to mention only a few examples. The establishment of the 
labor code for the preparation and implementation of work rules in all companies 
(4, articles 91 and 92) and the basic principles issued by the Ministry for Post 
and Telecommunications for this purpose as well as other central directives led 
to the rule, according to which the work flow is to be documerited in the labor 
ordinance and, if appropriate, in additional company ordinances within the 
respective organizational units themselves and, as a result, normative cen- 
trally issued instructions will not be needed in the future. 


Regulation (DA) 1.22, the “ordinance concerning position and duties of the 
departments of the German Postal Service as well as agencies and training 
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facilities under their jurisdiction," which went into effect 1 September 1984, 
applies to the sphere of responsibilities of district offices of the German 
Postal Service (BDP) and the radio department of the German Postal Service 
(FuDP). The regulation took into account greater expectations and increased 
worker capabilities when it comes to their contributions to the reproduction 
process and its management in the organizational and structural units of the 
German Postal Service. As a result, a basic principle was established at the 
outset, according to which departmeiits, agencies and training facilities oper- 
ate on the bases of resolutions made by the party of the working class and on 
rules that are mentioned in the reguiation. Rules concerning forms of cooper- 
ation with social organizations have become more comprehensive and binding, 
particularly with respect to the leadership of labor unions and company union 
organizations. It also calls for the inclusion of workers in the preparation 
of plans and the fulfillment of plan quotas. It applies to the discussion of 
the plan and its application as well as its unfolding, the development of 
socialist competition, the renewal movement and socialist team work, the es- 
tablishment of working and living conditions, the analysis of plan fulfillment 
and accountability to the collective. 


District post offices and the radio departments of the German Postal Service 
are to satisfy the social communications needs of the population, the state 

and the economy within their sphere of influence, by using high quality inten- 
sification isctors everywhere and by stressing effectiveness. To solve prob- 
lems in the areas of postal operations, mail service, newspaper distribution, 
telephone, teletype and data transmission services, technical services as well 
as certain parts of radio broadcasting, the district offices of the German 
Postal Service have jurisdiction over agencies and training facilities [picture 
1]. The radio division of the German Postal Service is responsible for ful- 
filling the obligations of radio service, radio signal operations, stationary 
radio service and mobile marine radio transmissions. Corsequently it has juris- 
diction over signal stations and the training facility of the radio department 
{picture 2]. 


In the districts, the managers of the post offices represent the German Postal 
Service in collaboration with local people's representations and their organs. 
From now on the district agencies represent the German Postal Service as a 
whole, including also those organizational and structural units that are 
located in the district and which do not belong to the sphere of influence of 
the district office of the German Postal Service (e.g. signal communications 
construction offices, postal money-order agencies, district garages for vehicle 
maintenance). It is in agreement with the standards established in the statute 
of the German Postal Service, according to which the German Postal Service of 
the GDR is a uniform state establishment. The responsibility and the privilege 
of representing the German Postal Service apply to the problems of supplying 
tre territory with postal and telecommunications services, asset shares, etc. 
Tre result is an extraordinary responsibility when it comes to cooperation 
between the managers of the various organizational units of the German Postal 
Service and the managers of the district post offices. Regulation 1.34, 
"Ordinance concerning position and duties of the ‘signal communications con- 
struction combine,'" for instance, contains therefore the appropriate regula- 
tions on the cooperation with district post offices, combined with the 
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requirement that agreements to this effect be concluded between the signal 
communications construction companies and the district post offices. 


The role of the local people's representations and their organs in their capa- 
city as state authorities in districts, counties, cities and communities is to 
be established through rules governing the cooperation of district post office 
managers, managers of agencies and training facilities that are under the 
jurisdiction of the district post office, and in some instances special district 
deputies of the German Postal Service with the above-mentioned state organs in 
many areas of the reproduction process. It applies especially to the product 
of communications services and the use of the resources of the territory. In 
addition to the utilization of internal opportunities within the company, the 
development of working and living conditions is to be interpreted as a social 
process in covperation with the local organs as well as within the framework of 
the territorial rationalization and it is to be guaranteed accordingly. It 
includes measures for the improvement of housing conditions and steps to 
influence occupational opportunities for workers or the care of the veterans of 
labor. Simultaneously, the social life in cities and communities is to be 
promoted. In otherwords, at issue is the establishment of close reciprocal 
relationships within the territory. Special responsibilities are assigned to 
the managers of the organizational and structural units with respect to the 
inclusion of deputies as well as those citizens who have been elected or 
appointed to carry out public functions and who are staff employees of the 
German Postal Service. At issue is the effectiveness of these female and male 
colleagues in the company collectives and the informacion they provide about 
the most important aspects of the work within their areas of responsibility. 


Regulation 1.22 contains detailed instructions on the assumption of the respon- 
sibility for the management of the planning process, the formation and utiliza- 
tion of financial funds, the management, planning and implementation of 
scientific-technical progress as well as basic assets and materials management, 
the complete and rational use of society's labor force and the observance of 
rules pertaining to accountability and statistics. In this respect, one of the 
primary responsibilities of managers and supervisory employees is the implemen- 
tation of socialist democracy. 


In addition to this selection of duties, rights and responsibilities and its 
partial revision, the new regulation contains rules in areas such as cadre and 
educational efforts, the implementation of socialist law, order, security and 
discipline as well as health, work and fire protection. In addition, a number 
of documents on management activities were adopted as binding instruments and 
the application of process algorithms was regulated. 


With the revision of regulation 1.22 and in the interest of rational managerial 

and administrative activities, the regulations of the "Ordinance concerning the 

duties and operations of: district offices of the German Postal Service (regu- 

lation 1.22--old); agencies under the jurisdiction of district offices (regula- 

tion 1.23); training facilities of district offices of the German Postal Service 
(regulation 1.41); and the radio department of the German Postal Service (regu- 

lation 1.5)" have been abrogated. 
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Picture l 























Key: 1. District offices of German Postal Service 
2. Post and telecommunications services 
3. Main post offices 
4. Telecommunications agency 
5. Training facility 


The areas of responsibility of a district office of the German Postal Service 
and the organizational units under its jurisdiction: 

1. The number varies from district to district; 

2. In the district of Suhl only post and telecommunications offices; 

3. Berlin, however, has a telephone agency and a long-distance exchange; 
furthermore, some districts have district post offices and Berlin has a postal 
delivery service 


Picture 2 
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Key: 1. Radio department of the German Postal Service 
2. Signal stations 
3. Training facilities 


The organizational units within the sphere of responsibility of the radio 
department of the German Postal Service 
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WAGE INCREASES AT INDEBTED ENTERPRISES EXPLAINED 
Budapest MAGYAR HIRLAP in Hungarian 30, 31 Jul 85 


[Article by Ilona Kocsi: "Background of Wage Increase: Ganz-Mavag Plant 
Waiting for Decision: (1) How Can Losses Become Profits? (2) Who Will 
Pay Back the Loan?"] 


{30 Jul 85 p 7] 


[Text] Beginning with 1 July the wages of people working at the Ganz- 
Mavag Plant have been significantly increased. To be more precise, the 
wages of those with degrees and those who are directly involved in the 
production process has increased by 900 forints on the average, which is 
an amount worth paying closer attention to, especially since all of this 
took place at an enterprise which is in the red, something that is not 
new around here. Ganz-Mavag is one of the largest enterprises of its 
kind and it is also among the first in the size of its 1984 losses. Thus, 
what goes now behind the walls of the factory is not without interest. . . 


"I know that our 1983 wage increase evoked negative reaction,” said Geza 
Bereczky, head of the main department for personnel. “But in spite of 
that, we feel we did the right thing. In raising wages by 8.5 percent 
on the average, we at least reduced labor-force migration, which is a 
crucial problem at Ganz-Mavag." 


At the time this happened, the enterprise was excluded from the 
experimental wage adjustment program. It did not obey the rules; the 
outgoing wages far exceeded the level of production. But what will be 
the outcome of this year's decision? Is there a danger of a similiar 
"backiash?" This is a justified question, especially in view of the fact 
that, as of 1 April, there has already been one wage increase within the 
enterprise. That increase included everyone working at the firm and, 

in accordance with central wage guidelines, it amounted to 5.5 percent. 
But where is the money for the second increase? Loss-producing management 
could not provide coverage for it. However, the way they figure at Ganz- 
Mavag, this year they are producing a profit. 
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Lopsided 


The layman is surprised to learn the facts. How can a 349 million forint 
loss--that is what last year showed--be made to disappear, so much so, 
that 1985 shows a profit of approximately 700 million? This could not be 
accomplished without outside help. The enterprise was given a little 
breathing spell. This year it was allowed to operate without repaying its 
debts, and it does not have to make interest payments, either. Looking at 
it this way, the profit does not appear so miraculous. This way a number 
of other Hungarian menagers could say: Ganz-Mavag is again placed in a 
privileged position. While everyone loudly proclaims that the best 
producers, the most profitable enterprises should receive greater 
opportunities, this is realized in a very iopsided manner. In guiding 
principles and encouragement, there are plenty of opportunities, but 
material assistance is given to others. Of course, Ganz-Mavag has its 
own answer: Good management is not always reflected in profitability, 

at least not in the Hungarian economy. Here profitability often depends 
on how much of the net income is taken away by the budget. Thus, the men 
of Ganz-Mavag are a little tired of the often repeated reproach, because 
the critics always allude to the same thing: the process of reconstruction, 
which Ganz-Mavag started in 1977, and which was planned to utilize some 
11-12 million forints. At first they were talking about budgetary 
allocations, that is "free money;" later this was transformed into state 
loans, and still later into bank credits. Interest grew, and even the 
fixed rate of interest attached to the bank credits has been modified, 
naturally, upward. The people at Ganz-Mavag claim that this process 
started the enterprise "down the slope." Because the methods of repayment 
have not been modified. They were faced with an accomplished fact, and, in 
order to continue with the investment program already undertaken, they 
acknowledged the modifications. They did not stop the reconstruction 
process, even though many people realized that only a miracle could enable 
them to accomplish repayment. However, this time the miracle failed to 
materialize. 


High-Flying Imagination 


"Everyone talks about reconstruction as if it were a scientific matter," 
brings up Sandor Holl, the enterprise's economic director. "Even though 
this is not true at all. If for years the accumulated capital was taken 
away from the enterprise, it makes sense that it should be allowed to 
stream back, too. Since we received the allocated money in a haphazard 
manner, we spent it the same way. Unfortunately, there was not anything 
left for subsequent important investments, because, seeing the economic 
difficulties of the enterprise, the Hungarian National Bank stopped issuing 
further credits in 1982. Consequently, instead of the 11-12 million 
originally planned, we only got as far as 7 million. 


Presently, Ganz-Mavag has a debt of 5.4 billion forints. Of the little 
more than 8 billion forints sales income, 1.3 billion is used for the 
payment of interest. Only raw material takes up 2 higher portion of 
expenses, while each year about 800 million are spent on wages. If we 
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compare these figures with the 700 million forints profit planned for 1985, 
we can see the smallness of the sums, even though this represents a 9 
percent return, which is not considered bad in industry. If the enter- 
prise pays only the various taxes from this, there will not be much left, 
let alore if we consdier the repayment of loans. 


Thus, the managers of the enterprise are convinced that the only way they 
can ‘‘oplement serious changes is for the budget to give them a break in 
the repayment of credits. As they said at Ganz-Mavag, "This would be the 
best for everyone concerned." At the same time, it also became clear 
that this solution would again evoke sharp criticism from the other 
sectors of our economic lift. . ." 


"Let us consider what would happen if we did not receive these breaks," 
reasons Sandor Holl. "We could reduce the losses, and after a while we 
could produce profits, too, but they would not cover the credits and the 
interests, let alone our other obligations. Deficits like that would 
greatly limit our freedom of operating. We would be condemned to vegetate 
and slowly die. I do not see that as a way out, but it could be considered 
a solution. But in that case we should unequivocally declare that 
Ganz-Mavag is not needed. If, on the other hand, the decision is positive, 
then central assistance--in this case, the transfer of credit--is absolutely 
required in order to speed up developments. But a decision must be made 
soon! Just because there have been mistakes made in the past--inside 

and outside this enterprise--let us not ruin the possibilities for a 
renewal!" 


Convincing argument--however, newspaper readers who observe economic 
developments will certainly recall that Ganz-Mavag has repeatedly promised 
spectacular results, which somehow always proved to be temporary. For 
example, in 1980 they proclaimed in several newspaper articles: "Ganz- 
Mavag proves itself!" or "Once again upward," or "Bold planning and its 
preconditions." The experts of the enterprise became overly optimistic 
at the sight of the successful first period of reconstruction. During 
that period, the barely 10 million-dollar export was raised to the level 
of 40 million dollars, and in light of that success it was reasonable 
to expect 55-60 million by .782, and 80 million for 1985. Imagination 
was fiying high, everything was coming up roses. 


Over-Optimism 


It is easy to be smart looking back, anc .t is easy to say that such 
optimism was exaggerated and unfounded. In the end, reconstruction was 
halted, and the labor-force began to shrink faster than it was planned. 
The 1980 change in regulations and conceptions brought the problems to 
the surface. Even though profit was still at the 509 million level, it 
was felt within the enterprise that they would not be able to tread 
water for long. The simultaneous modification of regulations and 
conditions of credit proved to be too much. The first brought about the 
compulsory reduction in domestic prices, while the latter caused the 
expenses of credit to go up. Within the enterprise, there was growing 
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confusion. In the atmospbere of anarchy, the rate of worker migration 
increased. Thus, when several modern pieces of equipment was installed, 
there was not enocrgh people to operate them in more than ore shift, which 
proved to be another source of loss. The enterprise was drowning in 
problems, and even though it preserved the appearance of a profitable 
firm in 1981-82, by using the reserve funds, by 1983 it ran out of 
resources: It “accumulated” 2 485-million forint loss." 


Meanwhile, the managers also changed, involving much of the top leadership. 
Uncertainty spread, workers left by the dozens, skilled workers and 
engineers alike. In 1968 Ganz-Mavag was a “mammoth-firm" employing 
22,000, today it is only a “large enterprise” with 10,500 employees. All 
of the above led to this year's spectacular wage increase. Somehow 

one must break the vicious circle, and this enterprise tries to do it by 
retaining its workers. And since quality work requires quality leadership 
and good managers, the double wage increase has forcused on that segment 
of the work force. What are they hoping to achieve in the of*‘-es and 

in the shops--that will be the topic of tomorrow's article. 


[31 Jul 85 p 7] 


[Text] One has to break the vicious circle somehow--we said yesterday 
in the first part of our article. This circle was created at the Ganz- 
Mavag plant, which closed last year with a loss. More and more workers 
left the plant, so there was no one to operate the modern machinery of 
the half-realized reconstruction in more than one shift. What is worse, 
even the technical professionals turned their backs on the struggling 
firm, and of course a machine industry enterprise is lost without good 
engineers and production managess. . . That is why, beginning with 

1 July, they try to make it an attractive work-place for them by 
implementing a sizeable wage increase. But are they going to succeed? 


Dr Antal Fleck, the saies director, lists the reasons why he thinks Ganz- 
Mavag is a viable firm. The product profile is good. Within general 
machinery production, there are two specializations--the making of 

railed vehicles and hydro-machinery--in which the plant could be inter- 
nationally competitive. Of course, only if it has the necessary intellectual 
capacity and an outstanding group of designers. One cannot produce for 

the capitalist market by employing half-talented people who have been 
discharged from somewhere else. 


Reorganization 


"The enterprise mace many mistakes in the past,” confesses the sales 
director. "But our “unforgivable” sin was that we mistreated the most 
important resource, intellectual capacity and talent. Contrary to all 
previous doubts, there is a market for our railed vehicles, only we 
cannot handle the planning and the production. We do not have enough 
design engineers, so it takes us twice as long to accomplish technical 
preparation as it does for our competitors. We usually have about 60 
million dollars’ worth of inventory, but there were times when we had to 
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hold back our salesmen because the designers and the manufacturers 
could not keep up with them. Well, is that healthy? When others have 
trouble getting orders, ve have to adjust our opportunities to our 
capacity. No, it was not a good thing to stop the reconstruction so 
abruptly. It caused more damage than the expenditure of one or two 
billion more forints that was needed for its completion. We planned it 
that way... ™ 


Last year, Ganz-Mavag exported 32 million dollars’ worth of goods to 
Western buyers. For this year they are planning a 38-percent increase, 
which would raise export to 45 million dollars. In the background of this 
spectacular result there is also last year's below-expectations achievement. 
As a result 1985 started with a higher degree of technical preparation. 
With this lost, Ganz-Mavag will become the Hungarian machine industry's 
third largest exporter to the capitalist market. This will mean a lot 

when the decision is being made concerning the enterprise's future. 


For the time being, however, there is a gigantic struggle in order to 
realize the planned export to Western countries. Almost everything depends 
on the vehicle manufacturing plant, because 37 of the 45 million dollars 
will be paid for the products of that unit. (From this, of course, a 
large chunk still goes to the other units, because the machine plant 
supplies the engines and drives, while the steel structure plant the 
radial bogies, etc.) Not surprising then that whatever the director of 
the vehicle plant, Janos Szanto, asks for, or whatever preconditions 

he sets, the enterprise usually tries to realize. In May, for example, a 
shortage of labor slowed the work down. For two months they transferred 
150 men from the central plant and from other units to the vehicle shop 
to help out. Those who took on physical labor received 2,000 forints, 
the others 1,000 extra per month. 


"But do not overestimate that help," Janos Szanto tries to present a 

more realistic picture. "During the first six months our plant had a 
shortage of 511,000 man-hours. The helpers put in 34,000 hours. This 
was very welcome, but our worries were not solved entirely. Even now 

we have 34 Poles working in our plant. Of course, it costs us a bundie, 
but the work they perform is absolutely necessary. By the way, the labor 
shortage is not caused by worker migration. We do not have problems like 
that. However, there are trades for which there is no training in Hungary 
any more and the older skilled workers have retired. 


Covld Be Attractive 


And the director goes on with the account. How many different factors 
could hinder production. Since many people doubted that vehicle manu- 
facturing has a future, even less of the :econstruction money ended up 
here than in the average plant. So rzw this plant uses worn-out machinery 
and technvulogy, even though it produces most of the enterprise export to 
the West. The engineer in charge of development, Laszlo Suveges, recites 
practical problems. There is a shortage of brake specialists, and the 
last time they needed someone to install a “special” rollerbearing, 

the enterprise dicector sent a car to fetch him quickly. Due to the 
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declining domestic prestige of Ganz-Mavag, the middle generation of 
engineers disappeared. At the sight of such uncertainty and confusion 
they gradually moved on. Thus, the recently hired young engineers find 
that from the classrooms they jumped right into "deep water." They 
quickly become managers, because they are soon faced with tasks that 

try their capacities. Jozsef Vorosmarty, for example, finished the 
Polytechnic Institute four years <zgo. Now at age 28 he is already 
section leader and he was given the great task of familiarizing himself 
with the installation of brakes, so that he can revive that speciality 
in Hungary. As a consequence, he receives a 1,000-forint wage increase 
when the average raise is 900 forints, whiie his colleague Pal Krieger 
receives 1,300. Both of them feel that with the present raises they are 
beginning to approach the pay-scale at the design institutes working for 
Ganz-Mavag and in addition they gex to "guide the designers’ pencils,” 
since they have a better knowledge of the prodect. 


Taking the April and July increases into consideration the production 
managers and engineers have received wage increases between 10 and 20 
percent. All of this also means that beginners in these fields also 
receive 900 forints more. The management of Ganz-Mavag hopes that a 
4,800-forint starting salary will be sufficiently attractive. 


They also nourish other ideas about how to get rid of their losses 
completely, because until they do that, the profitable companies wili 

look at them askance. A decision-making plan is being prepared, in 

which the overcentralized enterprise structure will be reorganized. 

The plants will be made into self-accounting units, so they can better 
appreciate the importance of rational management. The system of incentives 
will be modified accordingly. 


Ready Situation 


We are convinced that Ganz-Mavag has a future. Abroad they have a good 
reputation even now, only at home are they surrounded by suspicion. 
However, the economic managers of Hungary, especially the financial 
experts, are rightfully worried about loss-producing management, and 
about the question of how Ganz-Mavag will repay its debts. According to 
earlier p ans, between 1980 and 1985 the enterprise was to accumulate 
a profit of 3.6 billion forints. Even that amount would not have been 
enough to repay the debts, but only a fraction of this amount actually 
came in. This way realistically it is almost impossible to repay the 
debts, maintain, or even increase the level of production, while also 
increasing the volume of Western convertible export. 


The leaders of the enterprise are firm on one point: they are unable to 
meet the above demands. They also add that “one must feed the cow, before 
one can milk it." In other words, if at least the present status is not 
preserved by implementing some development, then the enterprise could even 
lose its competitiveness. Fact: the elimination of losses is a crucial 
issue, because one cannot pay taxes and repay credit from negative 
results. With the present burdens, however, the achievement of 
profitability appears to be a nearly hopeless task. 
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COAL MINING INDUSTRY PROBLEMS EXAMINED 
Pudapest HET?7OI HIREK in Hungarian No 31, 3 Aug 85 pp 4-5 
[Article by Endra Babus: “Down in the Depths”) 


[Text] Due to a modification of their state loan repayment 
obligation the immediate danger of operating in the red has 
ended at some domestic coal mining enterprises. But the 
central decision which this year postpones the payment of 
nearly one billion forints to the budget is far from being 
able to solve the structural problems of Hungarian coal 
mining as a whole. 


In spite of the unscheduled donations from the budget and extra wage 
preferences the Hungarian coal mining for the third consecutive year is unable 
to produce the quantity of coal specificed in the annual national economic 
plan. This winter the shortfall no longer remained an internal matter of the 
industrial branch taken in the strict sense: the decrease in coal production 
has caused tensions in the population's supply not seen in this country for a 
long time. In many places standing in queves at daybreak in front of the 
TTZEP [Fuel and Building Material Trade Enterprise] stores became usual, and 
in several counties coal rationing also was instituted since the central coal 
inventories were exhausted by the middle of the heating season. 


The most recent data indicate an even more serious shortfall than last year's. 
By the middle of this year the deep coal minicg operations fell 400,000 tons 
short of the plan for the first 6 gsonths, and thus production of the 25.2 
million tons of coal projected by the government for 1985 became endangered. 
But even this latter quantity is a decreased value to begin with compared to 
the original 26-million ton projected by the 5-year plan for this year, and 
then we have not yet even mentioned the number increased in the plan in 1981 
which--in the interest of accelerating the government's energy management 
program--specified the production of 26.3 million tons of coal in 1985. 
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Coal Mining Plan Projections and Production (million tons) (1981-1985) 


1981 1982 1983 1984 1985*** 





ae 


Yearly Projection of the 5-year 25.7 25.5 25.5 25.6 26.0 
national economic plan 


Modified plan* — 26.1 25.8 25.7 26.3 


Fulfillment 25.9 26.1 25.2 25.2 24.5** 





* In 1981 the Council of Ministers raised the plan numbers to accelerate 
the government's energy management program. 


*k Data estimated by the Mining Association. 


*%x The national economy plan for the year projected the productions ci 25.2 
million tons of coal in 1985. 


In addition to the production plans the 5-year economic program of domestic 
coal mining was also upset. In the early 1980s creating the “self-financing” 
mining was the goal of economic management in Hungary. The Coal Mining Trust 
was liquidated, and the 8 independent mining enterprises replacing it began 
operating independently in a profit-oriented system and the economic plans at 
the beginning of the decade project that by 1985 the branch will have a profit 
of 2 billion forints. Compared with this, coal mining by the middle of this 
year produced a loss of 1.3 billion forints. In economic circles--of course, 
not as official opinion--the domestic coal mining is often likened nowadays to 
the bottomless sack which swallows ali the money while production is 
constantly decreasing as a “result” of the investments. 


A few weeks ago new government measures were taken to aid coal mining. The 
State Planning Commission (ATP) modified the debt burdens of three major state 
investments--the mines at Nagyegyhaza and Many being built with the 

7.1- billion forint state loan, and the Markushegy mine completed this year 
with 3.6-billion forints of state loan. As a result of the decision this year 
the Tatabanya and Oroszlany Coal Mines were excused of paying 963-million 
forints of interest state loans. 


The measure actually means that a new financial construction is introduced, 
i.e. the ATB's resolution transforms the total of 10.8 billion forints of 
state loans made for the construction of the three new mines to so-called 
basic state awards. Conditions for this new form of placing capital are more 
favorable than those of the state loan. That 43, while the latter had to be 
paid back in 10 years at 13-percent annual interest, the basic state award 
must be repaid in 15 yeare at 5-percent annual interest (that is, a total of 
75 percent in 15 years), and besides this fixed amount of repayment the 
investor simultaneously also had a payment obligation of variable amounts as a 
function of the size of profit. The State Development Bauk determined the 
size of this latter in such a way that is possible the mines--taking their 








prognosticated profitability for basis--should repay 25 percent of the 
remaining basic state award. But this occurs only if the mining enterprises 
operate at a profit every year, because in years of loss they do not have to 
pay the variable amounts. 


Demonstrating all this with a concrete example means that if, let us say the 
Markushegy mine investment costs had to be paid back by the Oroszlany 

Coal Mines as state loan, the enterprise would have had a repayment obligation 
of about 3.85 billion forints including interest. But as a basic state award 
the maximum to be paid back is no more than 3.6 billion forints, that is, the 
total capital given, and the minimum is 2.7 billion forints. But it means an 
even greater relief than this to the mining enterprises that as a consequence 
of the present changes the year-by year repayment burden has decreased 
significantly. For example, in 1986 the Oroszlany Coal Mines must pay 180-200 
million forints for the Markushegy investment based on the new construction, 
while according to the old ones the amount due next year would be 400-410 
million forints. 


This was not the first measure taken this year to improve the situation of 
coal mining. Even back in April the Council of Ministers voted new grants for 
the branch. Based on this the budgetary amounts the branch can spend on 
investments was raised by 709 million forints (doubling the amount given for 
the same reason last year), and opportunities were also provided to raise the 
original projection of a total of 7 percent normative wage improvement. 
Besides these, coal mining also obtained wage preferences tied to 130 million 
forints of performance. 


But even these measures will not solve the Hungarian coal mining debt problems 
and production and manpower problems over the longer term. According to 
preliminary calculations, losses totaling about 900 million forints are 
expected this year at the Mecsek, Nograd and Borsod Coal Mines, and total 
production by the branch will hardly exceed 24.5 million tons. 


It has proven in the last 3 years-they say at the Mining Association--that the 
mines cannot finance most of the industrial branches’ extraordinarily large 
investment demand from their own capital, especially since the interest rates 
of the loans and credit that were taken in the interim have increased in a few 
years from 7-8 percent to 13-14 percent. The matters were made worse for the 
prospects of this branch by the fact that the approximately 5 billion forints 
originally given in the early 1980s as state subsidy without repayment 
obligation was transformed by the government into state loan in the process. 
The mining enterprises could not cover these increasing burdens--which were 
added to the other restrictions affecting the domestic enterprises--even from 
the several coal price increases executed in the last 5 years, and this was 
sweeping several enterprises toward becoming economically unprofitable. 


The Mining Association is urging comprehensive central measures to put the 
finances of coal mining in order and to ease the production and manpower 
problems. According to its position the losses of the Mecsek, Nograd and 
Borsod enterprises which are in worst shape should be eradicated by a free 
grant from the budget, and technical development of the mines also requires 
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central help which would not have to be repaid. The Association also 
considers it necessary to increase the wages of miners since at the beginning 
of the decade the miners earned 62.2 percent more than the industry average, 
two years ago this difference was 58 percent and a significant portion of even 
this was accumulated as a result of the large number of hours of overtime 
(amounting to an average of 8-S perc.nt of the working hours). The 
Association's “stabilization package plan” in addition to wage increases also 
urges--in order to decrease the manpower shortage; at this time 3,800 persons 
are missing from the coal mines--that the abbreviated, 3-month-military 
enlistmert service of those working in coal mining be reinstated and also that 
the present amount of 100,000 forints of state assistance offered for the 
building of miners’ apartments be increased. The reasoning connected with 
this latter demand is that while in the early seventies the amount mentioned 
covered about 20 percent of the cost of a single family house, today it is 
enough for only 7-8 percent of it. 


But the enterprises gathered in the Mining Association consider the most 
important measure to be development of a special regulatory system applicable 
to the branch. This--according to them--would have one element liberating 
coal mining from paying the accumulation tax--by the way, even at this time 
the mining enterprises are paying only decreased amounts of wage and yroperty 
taxes--and another element would be proportionally following the increasing 
costs in the producer price of coal by price subsidy or in the form of price 
increases. In addition to this the association also calls for the continuous 
assurance of such a profit level for the enterprises--also by means of price 
increases, price subsidies or possibly tax breaks--which would provide 
sufficient coverage for smooth money flow in this industrial branch. 
According to industry branch experts the special regulations--besides the 
already mentioned reason, the large investment costs--would be necessary 
because in this country coal mining performance is determined by the central 
demand for maximum protection rather than by the economic optimum. Under suciu 
circumstances the enterprises are also forced to exploit the coal inventories 
which are inherently unprofitable to mine. 


The Mining Association situation evaluation is not completely shared 
everywhere. Istvan Nagy, head of the Finance Ministry's main department for 
enterprises admits that the quantity demands made on coal mining often do 
force into the background the viewpoints of economic efficiency. Because of 
this--he feels--in the coming years it should be considered whetiier instead of 
the 1-2 million tons of domestic coal produced with the largest losses it 
would not be cheaper to replace this with another energy source or rather 
purchase the quantity in question from abroad. If the expenditures continue 
to rise at the extent they now are, this step seems unavoidable-~according to 
the department head. He would consider it an error to remove the coal mining 
branch from the general enterprise profit interest system because-~-as he 
says--this would strongly relax the economic force of decreasing the 
deterioration of efficiency and would lead to the production costs breaking 
completely away from the market. The main departwent head also considers it 
unjustified to develop a greater difference than now exists between miners’ 
incomes and average industrial incomes because this--as he says--agrees with 
the ratios developed in the previous decades. In his opinion the solution for 
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decreasing the loss of manpower is not the further raising of wages but 
increasing the mechanization of production and improving the working 
conditions by other means. And in conclusion it is Istvan Nagy's opinion in 
connection with putting in order the financial and economic situation of the 
branch that it will be necessary to introduce a price subsidy given for the 
coal producted or to increase the same, because in the second half of the 
1980s mining is expected to have less of an opportunity than in previous years 
to increase prices. 


Thus it is still today an open question that the basic concept is for 
beginnirg to put in order the situation of domestic coal mining. The two 
likely alternatives are: either to return under the protective wings of 
special state regulation or to remain within the framework of the generally 
valid enterprise regulatory system and probably enjoy greater subsidies than 
at present. No matter what the decision should be, resolution of the 
constantly deepening crisis of the branch appears unavoidable. The 
preliminary indications are already predicting that in 1986 domestic coal 
production may decrease even further, thus projecting the possibility of 
another coal shortage, possibly even more severe than last year. 
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HUNGARY 


SURVEY REVEALS ENTERPRISE PESSIMISM ON PERFORMANCE POTENTIAL 
Budapest HETIVILAGGAZDASAG in Hungarian 10 Aug 85 pp 35-36 
[Text] Company Performance Potential; A View From Below 


Is it possible to raise the performance potential of domestic enterprises? 
And if so, how? This was a question of special significance that the 
Hungarian Chamber of Commerce sought to answer through a study in which about 
50 member companies of the chamber and 2 research institutes participate. 

On the threshold of the 7th 5-Year Plan developing the profitmaking potential 
of the Hungarian economy is more than an urgent task, and so taking stock of 
hindering factors and forward-looking steps is timely, even if some of the 
statements have been heard before. 


If we want to reach the primary objectives of economic management, namely to 
stabilize the externai financial balance and the standard of living, it is of 
key importance that companies be able to expand and improve the supply of 
goods and services. However, as a recently completed study by the Chamber 
stated, for this we need substantially different conditions from the ones 
under which enterpri.ing units have operated during the past five to six 
years. The factors hindering an increase in performance are all too 
familiar-~the high level of diverting money, its varying and frequently chang- 
ing forms, the widening circle of subsidies provided retroactively, and lack- 
ing norms-~-so not much time was wasted on these iesues when the survey was 
prepared. Instead, attention was focused on expectations and tasks. 


Domestic companies anticipate that the various forms of diverting money will 
increase in the future, and they are certain that domestic and import 
suppliers will raise their prices, and as a consequence production costs will 
increase as well. For this reason a great many manufacturers request the 
opportunity to raise their prices in order to increase profit (performance 
potential). They demand an end to price restrictions or a limit on import 
prices. Companies do not believe that the expansion of import will improve 
the chances of buying material and--more importantly-~-machinery, at least not 
in the near future. The Chamber's document points out that there is a curious 
dichotomy in the fact that while effective and enterprising companies do not 
believe that their working conditions (investment capital, credit system, 
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technological development) are going to improve perceptively, companies 
experiencing a structural and market crisis even in the long run can count on 
having everything they need for their operation! 


Do organizational changes help? According to the Chamber's study most of the 
companies do not see a correlation between executed, decided upon or planned 
organizational changes (splitting large companies into smaller units, 
introducing new forms of managemert) and the improvement in conditions of 
performance potential. It's true, though, that regarding decentralization of 
companies, it is the top person of the large company who has the opportunity 
to speak up in surveys; internal units that may wish to become independent 

do not get an equal change to voice their opinion. Company management is 
already of the opinion that a concentrated organi: ational structure capable 
of making an impact on foreign markets is the right form for an economic 
policy that puts so much emphasis on export. But is also acknowledges that 
domestic competition is undoubtedly enhanced by a larger number of small and 
medium sized companies. 


Problems frequently stem from an environment outside of companies, but an 
improvement in performance can be initiated through steps taken by the 
companies themselves. The level of internal organization, for instance, is 
extremely varied. There are still many companies where internal tasks are 
divided by mechanically breaking down the company's plan and conditions, 

and not by considering what the individual units are capable of doing. The 
internal structure of companies should be built in such a way as to make the 
responsibilities, sphere of operation, performance and costs of units clear 
and understandable to people who work here. 


The Chamber suggested that enterprising elements should be built into 
companies. Inside competition could be increased if individual units could 
have the opportunity to buy needed material or service from suppliers outside 
the company, if their offer is more favorable. Incidentally, this could 
promote the establishment of several independent and highly specialized small 
and medium sized companies. It should be possible to compete within the 
company for sources, production means showing higher return and with the risk 
of losing the obtained sources. According to experts the combined risk of 
loss of nany small ventures within the company is still smaller than the 

risk of individual big decisions that influence the entire functioning of the 
company. 


Many suggest the reconsideration of the phenomenon that in Hungary the inter- 
nal structure of companies is based to a large degree on the so-called princi- 
ple of function, which means that different groups and individuals are respon- 
sible for sales, finances, operation, production or development. This organi- 
zational form can be beneficial for companies producing one or few products 
built on the same technology. For the majority of manufacturers, however, 
responsibility based on groups of products or activity would be more reason- 
able, and this should be expressed in the organizational structure and hier- 
archy. The idea, incidentally, is not new: there are a few companies where 
the system of the so-called product-management has been introduced. 


A condition of the effective operation of company councils is that the firm 
have a long-range “philosophy” of its goals, that it have a iasting idea of 
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what they want to manufacture to satisfy specific market demands and what they 
want to develop. Steps taken in planning for operation have to be confronted 
with plans for strategy, and their mutual effects have to be systematically 
analyzed. 


The Chamber's study dealt with the question of domestic economic competition 
several times. Hungarian competition could be widened by the increase in the 
number of variety of enterprises. The number of the sorely missing small 
and medium sized companies could be raised by economic considerations and 
securing the move of capital. This development is highly justified from the 
point of view of supply of labor force, minimizing risk and market 
considerations. The establishment of specialized small and medium sized 
companies and the introduction of ventures within companies would make the 
comparison of performance by production units an“ the reduction of 
unprofitable activities possible. In order to make this work, however, 
cooperation between companies should be improved. It is commonly known that 
in the interest of production security companies strive for total self- 
reliance--and under the present conditions we can hardly blame then. 


The Chamber's study states that the minimal condition of improving the 
performance potential of companies is that obstacles to investment needed 
for technical development and structural change be removed as soon as 
possible. The demands are well-known: material aad moral interest in 
technical development should be increased; the currently closed doors to 
credit for actions unequivocally beneficial for improving performance 
potential should be opened; and “keeping the standard” through cutting off 
subsidies and allowances should be abolished at places where structural 
improvement and greater output cannot be expected. In contrast, it is clear 
that the present situation of transportation and telecommunication, that 
is the weakened condition of production's infrastructure, is becoming a 
serious obstacle to the improvement of performance potential. There is an 
urgent need to bolster investment here. 


The matter of taxation once again took an important place in companies; 
thinking. They repeated their oft-voiced need: central economic management 
should fix the conditions and extent of taxation ahead of time and for the 
long run. And whether it be company or individual income, taxed income should 
always and permanently be at the disposal of the company (person) who made the 
money. Savings should not be taken away retroactively; they should be treated 
as bank deposits. Credit should be given from savings and it would be 
advisable to earmark large portions of the accumulated money for venture 
capital. 


The majority of the enterprising units participating in the Chamber's survey 
demand that not the yearly, but three years’ average profit should be the 
center of companies’ interest, profits after taxation should stay in the 
company, and all of this should be legally guaranteed by regulators. 


With the Head of a Strategist 
The problem of strategic planning has been dealt with not only by domestic 


companies, but it is a popular, one may say fashionable subject abroad as 
well. Thomas Naylor, professor at Duke University, North Carolina, has 
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recently visited Hungary to give lectures at the Hungarian Chamber of Commerce 
on company strategy and tactic. 


[Question] Apart from giving lectures, you have on several occasions visited 
the Chemical Combine of Borsod and the Hungarian Plastic Enterprise. Perhaps 
in the capacity of consultant? 


[Answer] I had specific tasks with both companies. At BKV we worked out the 
strategy and tactic of introducing a new product. At Hungarian I prepared 
with the company’s managers the method of using computers in production, 
organization and administration. 


[Question] Surely it is not easy, but I ask you to summarize in a few 
sentences the essence of strategic planning for companies. 


[Answer] Formulating a company strategy is not a one-time, but a continuous 
task which means that we examine tomorrow's and future effects of today's 
decisions. Our goal is to define for the long run individual companies; 
economic, business and organizational tasks. The action plan necessary to 
achieve this, that is, the strategy, is the definition of tasks necessary to 
achieve concrete, individual objectives. Of course, we always have to 
consider factors of uncertainty, say the expected and unforeseen market 
conditions in the case of a specific product. Perhaps it is becoming clear 
that although there are factors to be considered equally for all companies-- 
like legal regulations, the given economic environment, one still has to 
prepare an individual plan. 


[Question] Planning is possible only with the knowledge of the economic 
environment, the company's internal resources or deficiencies, and not 

the least, the market. All this knowledge is available primarily to the 
company's leaders. Based on this, you, as an outsider, can presumably work 
together with the company's leaders only. What is your work method? 


[Answer] I never approach a company, they always ask me. This also means 
that management is ready for cooperation and providing information. As a 
rule, I ask questions, and we try to answer them together. In general, I am 
asked to help with extensive, long-range strategies, so my task is not the 
preparation of current and specific strategies. Which means the operational 
part is always the responsibility of the firm's management and workers. I am 
a theoretical consultant. 


[Question] What kind of firms turn to you for help? Big or small ones; 
beginners or those who are at the top; or those who are threatened by 
bankruptcy? 


[Answer] So far mid-sized and very large companies have sought me out for 
advice. But never to ask me to get them out of trouble, rather to help them 
formulate an even better marketing strategy to introduce new products. 


[Question] Do you receive feed-back from the various companies on the results 
and possible failures of your work? 








[Answer] It is undoubtedly difficult to measure the value of my suggestions 
retroactively. The proof of their validity--depending on the subject--can be 
increased profit or a widening market. One thing is sure, nobcdy has ever 
complained to me. 


[Question] You have had assignments not only in the United States, but in 
other developed capitalist countries as well. Is it possible to draw a 
parallel among a socialist, a Western European and an American company? What 
similarities and differences have you observed in company planning? 


[Answer] During my stay here I had a chance to talk not only with Hungarian 
company leaders, but also with economic and political leaders. So I think I 
have a fairly broad view of Hungarian economy. Knowing the concerns of the 
above two companies I may say that there are no substantial differences in 
the concerns of Western-European, American and Hungarian companies. 

Naturally, there are political and economic characteristics, like for instance 
Hungarian companies produce for three different markets--CEMA, capitalist and 
domestic--but there are several similarities as well. I was glad to see that 
your companies are market oriented, trying to develop a marketing strategy, 
and that the economic mechanism affords more and more freedom and independence 
to the various firms. I have observed that Hungarian factory directors do not 
work less than their overseas colleagues, and the risk-taking spirit is not 
lacking in the Hungarian directors I have met. 
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3. Production per capita 
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5. State industrial enterprises 


6. Industrial cooperatives 
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8. Of this, industry without food industry 
9. State industrial enterprises 
10. Industrial cooperatives 
ll. Together 
12. Of this, industry without food industry 
13. January-May 


14, Compared to the same period last year. Source: 1985/6 issue of 
Statistical Monthly Bv! lectin 


15. Previous year 
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ACADEMY OF SCIENCES POLLS COMPANY MANAGERS ON REFORM 
Warsaw ZYCIE GOSPODARCZE in Polish No 29, 14 Jul 85 p 5 
{Article by Ewa Maslyk and Julian Pankow: "The Ministry in a Game of Reform"] 


[Text] What is the position on the reform of the managerial cadre in various 
ministries? The answer to this question, which is important from the point of 
view of the positive fate of the reform, came from surveys conducted at the 
turn of 1984-1985 by the Group for Administrative Improvement of the PAN 
[Polish Academy of Sciences] Institute of Management Studies. The survey 
included directors and assistant directors of departments in five ministries. 


From the point of view of an observer, who takes into account the interests of 
both the economy and the public, the position held by the managerial cadre 
toward reform is often unfavorable. What is more, it appears unreasonable. 
What we are referring tc are, above all, those attitudes which have a bearing 
on activities that justify at all cost the right to the existence of minis- 
tries in an unchanged form and that strengthen their position in th. tradi- 
tional system of managing the economy. However, from the point of « ew of 
the direct organizational interests of ministries, group interests and the 
interests of individual functionaries, these activities are completely 
rational. What is more, they are contained within the framework of the rules 
of the game allowed by the reform. 


It is not just a question here of the principles generated by the reform. 

The games in which the managerial cadre of the central administration par- 
ticipates are also determined by long-range decicions in the area of economic 
policies and to an even greater extent, by the current functioning of the 
economy both in terms of regulations and in terms of reality on the level of 
economic organizational units and that of concrete econcemic phenomena. In 
making allowances for these factors also in the study assumptions, concentra- 
tion was focused, however, primarily on identifying the attitudes of the 
managerial cadre toward the economic reform. 


It was assumed that the character of the attitudes toward the reform (and the 
activity presumably arising from them exhibited by the managerial cadre of 
ministries) is dependent primarily on the perception of the impact of the 
reform, the degree to which its principles are adopted and the evaluation of 
its chances for application; i.e., a sense of influencing reform activities 
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during the stage at which they are drafted and applied, and defining the 
functions of a given ministry and its position in its surroundings. 


Cautious Predictions 


The majority of the survey participants view the reform as a dynamic phenomenon 
and as an unfinished process. This is confirmed by the relatively small 
(barely 17.5 percent of the respondents) number of answers which indicate 

that the changes to date in the functioning of the economy are permanent and 
final. Those polled often perceive the need or inevitability of further 
changes in the principles of the reform. The predictions (or postulates) of 
the respondents are separated into two opposing vectors which may be described 
by mutual agreement as: 


--the continuation of the reform through efficiency improving modifications 
--and a turning away from the reform by means of conservative modifications. 


The first vector contains such integral directions of activity as: the 
improvement of the principles of interaction between the central authorities 
and the economic organizational units, changes in the methods of management 
toward greater flexibility, decentralization and the further modification of 
economic instruments. The second vector is separated into adapting the reform 
to realistic conditions of activity, a return to the tried and true system of 
management and strengthening the influence of the central authorities. 


The share of answers expressing the pro-reform option as compared with the 
option for the actual elimination of the reform in its current form takes on 
an 11:3 ratio. The value of this ratio is twice as high among respondents 
from functional ministries than from respondents employed in departmental- 
branch ministries. Perhaps this also indicates greater skepticism of the 
latter as well as their preferences with respect to the fate of the reform. 


As far as predictions with respect to the future of the reform, the attitudes 
of the polled directors are generally characterized by caution. Slightly more 
than half of those polled perceive good chances for the success of the reform 
whereas nearly one-third (the rest have no opinion) sees a small chance for 
its success. It is interesting that none of the respondents gave extreme 
assessments; i.e., no chances “whatsoever" or “extremely geod" chances for 

the implementation of the reform. 


There occurred a clearly visible concurrence between the assessment of chances 
for the success of the reform and the length of employment at the currently 
held post. As much as three-fourths of the directors with the shortest (at 
the time that the survey was conducted and not to exeed 1 year) employment 
time at their current post assessed the chances of the reform as "good." 
Therefore, these are people whose promotion to decision-making posts came 
during the first period of the implementation of the reform. This may be 
interpreted as the influx of innovative energy but it may also be inter- 
preted as the result of negative experiences with which directors with longer 
work experience are burdened. 








The results of studies containing the assessment of chances for the consistent 
reform of the central authorities, particularly changes in its structure are 
more pessimistic. More than half of those polled perceive these chances as 
small and only about 1 in every 10 respondents sees them as good. This is 
illustrated in Table 1. 


Table 1. Assessment of the Chances for the Success of the Reform and Struc- 
tural Changes in the Center [Central Authorities] 


(responses in percentages) 





Success of the 
Success of the reform reform of the center 





No chances 5.6 0.0 
Small chances 50.0 32.5 
Good chances 46.4 52.5 
Maximum chances 0.0 0.0 
Lack of confidence 0.0 15.0 
No data available 0.0 0.0 





Table 2 shows whether and what kind of view of changes in the central authori- 
ties’ structure is held by managers of ministries. 


Table 2. Nature of Ministries and Variants of Structural Changes in the Cen- 
tral Administration (in percentages) 





_Nature of ministries 
Depart- 
mental 
Change variants branch Functional Total 
Yes Rank Yes Rank Yes Rank 











Reducing the number of departmental- 
branch ministries (cumulatively) “1.7 . 8 260.6 

Creating new functional ministries, 
e.g., Ministry of Treasury 66.7 2 72.7 2 70.6 2 

Elimination of the Government Presidium 
in its current form 

Reducing the number of deputy premiers 
to three or four 

According the Planning Commission the 
rank of a supraministerial 58.3 3 635.0 5 43.8 5 
[ponadresortowy] agency* 

Creating a Planning Office for 
operative management 

Merging the Ministry of Finance with 
the Planning Commission 


16.7 5 38.1 4 W.3 4 





75.0 1 90.9 1 84.8 1 


10.0 6 23.8 7 15.2 8 


8.3 7 15.0 9 12.5 9 











Creating an Antimonopoly Office 0.0 8 28.6 6 18.2 7 
Creating new committees 16.7 5 20.0 8 18.8 6 
@ surveys were conducted prior to 29 July 1984; i.e., prior to the law on 


the Planning Commission. The results do not total 100 percent because the 
respondent was allowed to choose more than one variant. 
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Perhaps the most surprising result of the conducted surveys is the confirmed 
low level of understanding held by those polled of the overall scope of the 
principles of the reform. This can be treated as a characteristic of an 
intellectual, cognitive component of attitudes whereby what matters here is 
not knowledge of the principles of the reform in terms of having mastered 
every detail but being informed about the existing regulations. The princi- 
ples, regulations and mechanisms of the functioning of the economy in the 
third year of the implementation of the reform are totally understood by only 
one out of every three participants in the survey; over 40 percent have a 
partial understanding of them and for the remaining 20 percent, they are 
unclear. 


The picture will be more sharply outlined if we make allowances for differen- 
tiation among the respondents due to the types of ministries. The principles 
of the reform are totally clear for 60 percent of the respondents from 
departmental-branch ministries (this undermines to a certain degree the cur- 
rent opinion on this subject) but only for less than 17 percent of those 
surveyed from functional ministries; i.e., those who were entrusted with the 
basic instruments of management foreseen by the reform. 


Participation in Changes 


It is possible that some explanation of such a poor understanding of the 
principles of the reform lies in the relatively low level of identification 
of the managerial cadre representatives of ministries with the authorship 
and origins of the carried out changes. This pertains to changes carried out 
with respect to various levels and objectives both in terms of the individual 
influence on changes and in terms of *he influence of the institution in 
which those surveyed work. 


The survey participants agree on only one point, namely, that their home 
ministry can contribute to the effective implementation of the reform. Such 
an opinion is expressed by all the respondents. However, this is where unanin- 
ity of opinion ends. Poorness of concept characterizes the attitudes of the 
survey participants in terms of support for reform measures. Scarcely more 
than half of the respondents indicate that this is possible through "the 
better use of economic instruments in management" and considerably less than 
half feel that this ought to be done by “adhering to the principles of the 
reform." 


Downright striking differences in the answers to this last issue are clearly 
connected to the place of work of the respondents. In departmental-branch 
ministries, answers were given by only one-fourth of those surveyed whereas 
in the functional ministries, all the survey participants gave answers. 

This may be interpreted in two ways. 


First of all, this indicates an accurate perception of the new attitude of 
functional ministries, which the reform has provided with broad economic 
means of exerting influence. Secondly, this data can confirm the hypothesis 
of disorientation occurring toward the attitude of departmental-branch 
ministries (also within these ministries themselves) which were not capable 
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of defining themselves explicitly under the new conditions. The validity of 
such an interpretation also seems to be confirmed by the data which contain 
the assessment of the factual influence of individual ministries on worked 
out economic decisions and on the construction of reform orchestration 
{instrumentarium]. These data are illustrated by Table 3. 


Table 3. Assessment of One's Own Influence on Changes in a Given Ministry and 








Institutions 

In In In 
institutions subor- subor- 
Degree of In subordinate In dinate In dinate 
influence minis- to minis- insti- minis- insti- 
tries ministries tries tutions tries tutions 
None 6.5 5.3 4.8 0.0 10.0 14.3 
Sporadic 32.3 4z.1 28.6 41.7 40.0 42.9 
Average 54.8 36.8 57.1 33.3 50.0 42.9 
Strong [influence] 3.2 20.5 4.8 16.7 0.0 0.0 
Very strong 3.2 5.3 4.8 8.3 0.0 0.0 





From the moment that work on the economic reform was initiated, changes were 
carried out in all the surveyed ministries. The purpose of these changes was 
to adapt the structure of the ministry centers [centrale] to the new princi- 
ples of activity and to new tasks (such changes affected nearly 80 percent of 
those surveyed). In the opinion of the respondents, the assumed goals in this 
regard have bee: only partially attained (this is the opinion held by nearly 
79 percent of those polled) with only 47.5 of the survey participants stating 
that these changes improved the work of the ministry. 


Participation in organizational changes carried out in ministry centers in 
connection with the economic reform was declared by 60 percent of the survey 
participants. However, the majority of those surveyed assess their influence 
on the final carried out changes as, at the most, average. On the other hand, 
only 40 percent of the survey participants pledged participation in changes 

in the subordinate ministries, whereas the influer.ce on the ultimate shape of 
the decisions made in this regard was assessed by most as sporadic. 


The presented data confirm the hypothesis that the degree of identification 
of high level functionaries of the central administration with occurring 
changes is in general low. The consequence of this is that changes may be 
treated as external, imposed and downright coerced. If this hypothesis is 
valid, then the trend for the rejection of changes seems highly likely. 


The Ministry in Its Surroundings 
In the course of conducting the surveys, we came across great difficulties 
when attempting to define more precisely the functions of ministries and their 


attitudes toward their surroundings. This was somewhat easier to do when 
defining in negative terms; i.e., by refuting those traits which are usually 
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attributed to ministries With resard to the previously binding system of 
management. 


On the other hand, positive answers usually did not go beyond rather general 
proposals which are formulated as "transmission of state interests," 
“coordination,” “direct supervision," or "the implementation of rights arising 
from the functions of the parent agency." If we are to accept in full faith 
(and not as a tactical camouflage) the remarks of the respondents from depart- 
mental-branch ministries on the subject of their relationship to enterprises, 
then it turns out that the primary method of managing subordinate enterprises 
are consultations (100 percent of the responses given). On the other hand, 
the basic tool of exerting influence on enterprises are parameters (75 percent 
of those surveyed). More than half of those surveyed confirm changes in con- 
tact methods with enterprises while 90 percent of the respondents note changes 
in the work methods of ministries. 


However, relations with enterprises are not what occupies the attention of 
the managerial cadre of ministries the most. This is clearly confirmed by 
the hierarchy of problems depicted by the survey participants as being the 
most important for solution by the ministries in connection with reforming 
the economy. These problems are as follows: cooperation with other minis- 
tries and central agencies (67.5 percent of the respondents), relations with 
enterprises (47.5 percent), cooperation with banks and legal regulations 

(25 percent), specific problems of individual ministries (22.5 percent), 
problems of cadre, wage and employment policies (15 percent), restoring a 
state of economic equilibrium (15 percent), and reforming the organizational 
structure and functioning of ministries (20 percent). Other problems (e.g., 
reconstruction of the productive [sytworczy] apparatus, developmental stra- 
tegy, work improvement and motivation) did not exceed a 5 percentage share 
of the given answers. 


It follows from this that in their functioning, ministries are to a con- 
siderable degree oriented toward their surroundings and particularly toward 
relations with other agencies of the center. 


Still other data attest to the fact that this is a serious problem for 

the managerial cadre. Thus, the survey participants, through the prism 

of their work as department directors, perceive a significant degree of 
external interference in the activity of the home ministry. A total of 

45 percent of those polled sense "frequent" or "very frequent" interference. 
Table 4 shows the sources of these interferences. 


It follows from the data that departmental-branch ministries are affected 

more strongly (68.8 percent) by the interference of the central administration 
agencies and the Planning Commission (68.8 percent). In wishing to influence 
economic processes, they do this (in a certain sense, in accordance with the 
spirit of the reform) by means of functional ministries which define the 
parameters while practically completely overlooking departmental-branch 
ministries. In turn, the indicator of the Planning Commission's interference 
in the work of branch ministries is alarmingly high. 
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Table 4. Sources of Interference in the Activicy of Ministries 
(in percentages) 











Departmental- 
Functional branch 
Sources of interference Altogether ministries ministries 
N=32 n,=16 n>=16 
Political echelons (party and of other 
parties) 55.2 93.8 12.5 
Agencies of the central administration 
(from the level of the premier, 
deputy premiers and ministers to the 31.7 37.5 $8.5 
undersecretary of state) 
Planning Commission 34.5 18.8 68.8 
runctional ministry 24.1 25.0 56.2 





Please note--The percentage shares do not total 100 percent because the 
respondents gave more than one response; the list of intervening 
institutions is not complete but the remaining percentage shares 
did not exceed 5 percent. 


To the question whether ministries have the possibility of preventing the 
effects of unwelcome interference in their activity, 45 percent gave affirma- 
tive answers while 55 percent gave negative answers whereby the latter came 
in particular from respondents employed by departmental-branch ministries. 

In the light of the new statutes and functions of the ministries, these are 
rather significant data. 


What Next? 


The results of the polls on the attitudes of the managerial cadre of the 
central administration under conditions of reform point to many dysfunctions 
and bring into question the quite popular thesis that the issue of the reform 
of the central administration boils down to changes in functions which do not 
necessitate structural changes. The survey results show clearly that dysfunc- 
tions are related to reform of the center's structure which is only fragmen- 
tary, and particularly, to leaving the departmental-branch ministries in an 
insignificantly changed form. 


In their current form, these ministries naturally strengthen their traditional 
position and this is due both because of pressure from "the bottom" as well as 
from "the top" and "sides." 


From the bottom, they are under the constant pressure of supervised enterprises 
which demand (under conditions of deficits and distribution) that they be 
allowed to act as the ministry's mouthpiece with respect to the government. 
They are pressured from the top because the ministries are responsible to the 
government and to the Planning Commission for subordinate ministries and the 
extent of this responsibility is, by no means, getting smaller. Pressure 

from the sides results from the fact that the incompleteness of regulations is 
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conducive to the imposing and intersecting of powers between the functional 
and departmental-branch ministries, and between one and the other and the 
Planning Commission. 


As a result, all of this leads to the fact that departmental-branch ministries 
are resorting to an increasingly greater extent to direct and, therefore, 
primarily administrative methods of exerting influence on enterprises. And 
despite the fact that the extent of influence has been somewhat reduced, from 
the point of view of officials working in various ministries, however, manage- 
ment functions have not been simplified and conversely--have probably become 
even more complex. 


Above all, ministries are forced to make direct contact with many enterprises 
instead of the dozen or several dozen associations which had existed previous- 
ly in their jurisdiction and which were a kind of two-way relay box [skrzynka 
przekaznikowa] (the effective functioning of this relay box is another matter). 
Therefore, a certain natural tendency appears to reactivate the indirect man- 
agement echelons, which would undoubtedly constitute a convenience for minis- 
tries. In the opinion of the survey participants, such functions are 

fulfilled increasingly better by obligatory associations. 


The responsibility of ministries for the implementation of the nation's 
economic policies with respect to the particular areas of the national 
economy is frequently treated as an administrative responsibility for the 
implementation of specific tasks by subordinate ministries. In the face of 
the lack of the possibility of applying effective sanctions, which would 
insure the implementation of these tasks, departmental-branch ministries are 
striving to an increasingly greater extent and by various means to grasp at 
instructions-commands on which the implementation of tasks is contingent. 
This gives rise to the tendency of expanding the scope of distribution, of 
discretionary treatment, of the exertion of influence by organizational 
units and of influencing the construction of the parameters of management. 
In this type of situation, entering into the jurisdiction of functional min- 
istries appears inevitabie. 


The lack of clarity in the area of the rules of the game causes disorientation 
in enterprises and forces them to a certain extent to initiate and participate 
in bidding for assignments and funds, reduced rates and preferential treatment. 
Ministry functionaries are probably subject to this disorientation to no 

lesser degree. They generally affirm a drop in the prestige of the institu- 
tion in which they work; i.e., a drop in the prestige of the work which they 
do and a drop in the effectiveness of che activity which they undertake. 


Therefore, what benefits associated with the implementation of the economic 
reform are there to be had for representatives of the managerial cadre of 
ministries? 


A portion of them see these benefits in changes of work methods and in organi- 
zational changes which are supposed to improve the work of ministries. For a 
large portion of those surveyed (young), the economic reform is connected to 
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professional advancement (although the financial advancement associated with 
this in terms of salary amounts is proportionally smaller by comparison with 
the period prior to the reform). 


At the same time, the opportunity which professional advancement creates is 
by no means unequivocally felt by everyone to mean greater chances for action 
and the implementation of such values as efficiency and effectiveness. 


The lack of decision-making independence, shortcomings of the information 
system, the above mentioned outside pressure and interference, excess and 
changeability of rules and regulations and at the same time, the lack of 
many specific regulations as well as many other factors are all mentioned by 
the functionaries as hindrances to their work and to the ministries that 
employ then. 


The effect of the frustration, which arises as a result of this and which is 
intensified by objective difficulties and the subjective lack of understand- 
ing of the new principles of the economy's functioning, is the dominating 
tendency among the managerial cadre of ministries to take defensive stands 
according to the principle of "here" and "now" which annihilates all creative 
activity and activity with the future in mind. 


9853 
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27 September 1985 


POLAND 


GASLINE OPERATION EXPECTED AHEAD OF SCHEDULE 
Warsaw ZYCIE WARSZAWY in Polish 27-28 Jul 85 pp 1, 4 
{[Article: "Gas Workers’ Commitment: Brest-Warsaw Pipeline Ahead of Schedule"] 


[Text] Last winter we were effectively convinced of the importance of 
natural gas to the economy. When people needed a significantly greater amount 
of this fuel than usual, it was in short supply for industry. It was 
impossible to draw more gas from local sources; neither was it possible to buy 
more from the Soviet Union since the capacity of existing pipelines had been 
exhausted. The need to build a new gas pipeline linking Poland with the 
Soviet Union had been discussed for a long time. The construction of the 
Kobryn-Brest-Warsaw line has been going on for a year now. Technically it is 
a very complicated investment: a pipeline with a diameter of 1000 mm is 
being installed in our country for the first time. At present technicians 
are practicing bending large-diameter pipes, an unusually difficult operation. 
The pipeline will be almost 170 km long (in Poland). Land of more than 9000 
property owners had to be purchased along its path and several rail lines, 
rivers and forests had to be crossed. On July 26, Polish oil mining and gas 
engineering representatives joined representatives of the most important 
co-contractors of the pipeline in a nationwide, multiplant enterprise. In 

the name of the workforce, sociopolitical organizations and workers' councils 
of the "Gazobudowa" enterprises for constructing gas engineering equipment 
(with headquarters in Zabrze), the Wolmin ‘'Gazomontaz' plant, the Mazowsze 
District Gas Engineering Plant and the PGNG administration signed a commitment 
to activate the pipeline in the first 10 days of December this year, a few 
months before the planned time. During the coming year, this pipeline will 
bring 1.1 billion cubic meters of gas to Poland. And this is just the first 
stage of this investment. When two gas compression plants and another branch 
of the pipeline are built, 5 billion cubic meters of gas will flow through 

the Aasembly annually. It is expected that with thrifty management these 
quantities will satisfy almost all the needs of industry and the people. 


2950 
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POLAND 


SCIENCE, INDUSTRY RESEARCH PROJECTS REVIEWED 
Warsaw RZECZPOSPOLITA in Polish 24 Jul 85 pp 1-2 


[Text] Of 36 key projects for our economy proposed by the Central Research 
and Development Programs, reviewed by appropriate represertatives of 
science, industry and the economic administration, only 13 were prepared 
well enough to have contracts signed for their implementation. Another 16 
require corrections or better substantiation. The remaining projects were 
rejected. In the case of proposed new government orders in the area of 
science and technical progress, the evaluations of the specialists were even 
harsher. Of 65 proposals reviewed, only 12 were recognized as proper and 
not open to discussion; 35 require further explanation and adjustments; 18 
were judged inadequate. Following 10 days of evaluation in Miedzeszyno, a 
Warsaw suburb, these are the results thus far with respect to the research 
programs that have been submitted by scientific centers and industry for 
central financing. 


On July 23, speaking to journalists who were observing the evaluation 
process, Konrad Tott, minister-director of the Department of Scientific- 
Technical Progress and Implementation, said: "Our undertaking is to weed out 
research proposals, and in the case of government orders, implementation that 
are contrary to the priorities of our economic and social policies. Those 
proposing projects who want government support must present a completely 
supported and convincing basis for using community budget funds. Final 
decisions, however, will be made not by the government, but by the Committee 
for Scientific-Technical Progress to which we will initially present the 
proposals of scientific-technical centers that we have approved." 


In the course of the evaluations, many factors are considered. The following 
questions are posed: What is the purpose of the specific studies? How are 
they connected with industrial development plans? What kind of difficulties 
can be anticipated in the research? What kind of investment will be required 
to implement the results? What is the status of the organizational preparation 
required for rapid implementation of the research and its results? With 
respect to proposals for government orders, three crit:*‘" »re decisive: 
undertaking the production of the required article, hov. . .o-date the solution 
is, and the expected level to which an existing need for the product will be 
met. Projects involving out-of-date production or unitary production 


basically have no hope of being financed. 
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The evaluations involve many demonstrations of expected results of research 
and implementation. Display panels, models and even prototypes of equipment 
and installations are presented. Discussions are so heated that they are 
reminiscent of the atmosphere of examination rooms. This is als~ ~*~ practical 
exam of purposefulness and value of the research work that is necessary for 
our science and economy. We will return to these problems in the future, 
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INDUSTRIAL REGENERATION EASES IMPORT NEEDS 
Warsaw ZYCIE WARSZAWY in Polish 25 Jul 85 p 6 
{[Article: "Regeneration Instead of Import: Funds Decreased Tenfold"] 


[Text] No one anticipated it properly, but many millions of dollars, marks 
and other hard currency must at present be designated for import of spare 
parts or expended elements for machines and tools imported during the 1970's. 
These expenditures are covered from a central pool and recently from hard 
currency allowances as well. It seems, however, that it is not always 
necessary to spend so much on new spare parts, particularly on subassemblies 
or tool parts if modern regeneration methods are applied. 


It is estimated that the cost of regeneration is less than 10 percent of the 
expenditures that would be required for buying new elements; meanwhile, there 
is frequently an additional benefit, particularly when it would be necessary 
to disassemble complicated and sometimes very heavy machinery. It is often 
possible to regenerate a machine without disassembling it. At the same time, 
the effect of such a procedure is more lasting than replacing an old element 
with a new one. 


It is not by accident that highly specialized companies make respectable 
profits on such services. Thus, the Swiss firm, Castolin S.A., which employs 
10,000 workers and has 42 plants and a scientific-research institute, made 
profits exceeding $1 billion annually. Repair and regeneration uses welding 
methods most often. It begins with an analysis of the client's requirements 
carrying out inspections and applying suitable technology. In Poland many 
plants take advantage of this kind of method, mainly large state airline 
bases, repair shipyards, the refinery industry, the "Stomil" plant in Debica, 
and the paper mills in Kwidzyn. Engineer Marek Brys, a specialist in the 
field of welding by training and by family tradition, who as a worker in the 
"Transpol” Foreign Trade Enterprise is engaged in disseminating these modern 
technologies, confirms that the benefits are enormous. Very frequently such 
an operation is undertaken as a preventive measure in applying protective 
coatings of special sintered powders. Often for a plant, regeneration has 
great significance as a measure that increases the life of forms or dies. 
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The same thing happend, for example, with the regeneration in our automobile 
industry, especially in Bielsk. Regeneration was also accomplished with 
forms for elass in several Polish glassworks. Very substantial operations 
were carriec’ out in Kedzierzyn Azoty. Meanwhile, we have not been successful 
in introducing the new technology into mining and metallurgy, perhaps because 
these branches are rich and have substantial hard currency allowances. 
Recently the Castolin firm signed an agreement with "Navimore"™ to create a 
consignment depot to service the murine economy in cooperation with one of our 
repair shipyards. Some of the materials are being covered by a Lloyd's 
certificate. 


The aging machinery stock in many branches of our industry requires decided 
improvement. Frequently such improvement seems to be more expensive than 
applying regeneration methods. It is not always necessary to use the services 
of foreign firms. Our scientific centers, particularly the Institute for 
Welding, have effective methods at their disposal. Sometimes, however, it 
pays to contact specialized firms in order to reduce expenditure of hard 
currency to a tenth. It is characteristic that this type of activity is 
spreading worldwide, including both socialist countries and the West. It is 
not accidental that large companies such as Opel or Renault are almost wholly 
based on Castolin technology. 


The “Transpol" division of the Foreign Trade Enterprise is planning to organize 
a scientific symposium series shortly dealing with the problem of regenera- 
tion. There is great interest in che undertaking, but it is significant that 
many areas still effectively resist such attempts. They prefer to pay more. 
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POLAND 


*"BELCHATOW' POWER STATION PROGRESS 
Warsaw RZECZPOSPOLITA in Polish 23 Jul 85 pp 1, 4 


[Excerpt] "Belchatow" Power Station at the Midpoint of Construction. The 
construction of "Belchatow," the largest energy investment in the courtry, 
has been going on for 10 years. Thus far approximately 80 billion zlotys 
have been invested in this power station, which is based on rich deposits of 
lignite. The expenditure of these funds is already having an effect. The 
"Belchatow’ power station is repaying credits extended. From the activation 
of the first 360-megawatt turbine set, "Belchatow” has provided more than 

19 billion kilowatt hours of power to the national economy, and the production 
potentials of the power plant are continuously increasing. The sixth 
"Belchatow” 360-megawatt turbine set was activated on July 5. Two days later 
it attained its full rated capacity, and by July 20, in the course of 
technical testing, it had produced 65 million kilowatt hours. This is 
evidence of the very high quality of the turbine sets produced by Polish 
engineers and workers; these turbines are a new generation of this type of 
machine. 


The sixth energy block is the half-way point in the "Belchatow" investment. 
It marks an installed power of 2160 megawatts. Among all Polish power 
stations, it is second only to that in Kozienice (2600 megawatts), but the 
"Belchatow" station is at only one-half of planned capacity. 


On July 20, just before the July holiday, a new block was turned over to 
standard use. Jerzy Romanik, Politburo member, chairman of the Mining 
Commission of the PZ?PR Central Committee and Czeslaw Piotrowski, minister of 
mining and energy, participated in the ceremonies. 
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POLAND 


EXPERT OUTLINES TRANSIT SYSTEM PROBLEMS, PROSPECTS 
Warsaw PRZEGLAD TYGODNIOWY in Polish No 33, 18 Aug 85 p 4 


[Article by Prof Witold Andruszkiewicz of the Gdansk Shirping Institute: 
"Transit" ] 


[Excerpts] What should be done in order that Poland can become, thanks 
to its central situation in Europe, the main transit country on the North- 
South and the East-West route? 


Poland's highly favorable geographical situation is of equal importance <s 
its natural deposits, its coal, sulphur, salt, copper etc. Unfortunately, 
so far we have not made much use of this opportunity. 


One reason for the lack of progress in the development of the transit of 
cargo and people through Poland was connected with wrongly calculated, 

and therefore too low fees demanded from the countries taking advantage of 
transit through Poland. For instance, transit was frequently unprofitable 
for the Polish State Railways (PKP) which therefore approached it with 
indifference. No efforts were made to develop transit or to set transit 
tees at a profitable level guaranteeing economic effectiveness to the 


transport of cargo through Poland. 


Transit does not always have to mean a shorter route. Sometimes when 
parties see that they can benefit they choose a longer route guaranteeing 
lower transport costs. Such situations take place when a country through 
which the cargo or people in question are to pass creates favorable condi- 
tions for their transport. One such example is Port North, the port 
constructed in Gdansk ten years ago, one meeting the highest world standards, 
the port has no equal all along the Baltic coast. One big attraction of 
Port North is connected with the fact that it is the only port in Poland 
capable of receiving 150 DWT vessels, i.e. the Straits of Denmark. 

Thanks to modern equipment the ships are serviced quickly and it is hardly 
ever necessary for them to stop in Gdansk for more than one or two days. 
Transporting cargo on large ships with 15-metre draught allows transport 
costs to be lowered by over 50 percent in comparison with the costs of 
transport by traditional, small vessels. Therefore Polish coal transported 
through Port North is more attractive in the economic sense. Similarly, 
transporting crude oil by huge tankers also creates considerable opportu- 
nities for economy. 
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This huge successful investment project of the 1970s attracts transit 
clients and particularly those who do not have to avail themselves of the 
PKP services bu’ take advantage of pipelines. In 1975 the opening of the 
crude oil base at Port North coincided with the completion of a moderu 
pipeline from Gdansk to Plock where it joined the "Friendship" pipeline 
running from the Soviet Union, across Poland to East Germany. 


East Germany has a new port in Rostock, one that was constructed twenty 
five years ajjo, but it isn't deep enovgh and so the East Germans have 

been taking advantage of crude oil transit through Port North. The oil 
there was putped out from tankers to the pipeline which carried it from 
Gdansk to Piock and then West to the Schwedt refinery in East Germany. 
Although the oil had to cover an additional 1,000 km its transport through 
Poland was much cheaper than it would have been through Rostock and produced 
profits for both East Germany and Poland. 


Considerable railway transit from the Soviet Union to East Germany and the 
other way round requires the reloading of cargo from standard-guage to wide- 
guage trains. This fact along with a shortage of rail wagons and other 
problems itposes limitations on the development of this kind of transit. 

For this reason the Soviet Union and East Germany have recently started to 
organize sea transport along the Soviet, Polish and East German coast, 
avoiding Poland, with thie in mind, they are expanding the port in Klaipeda 
and constructing the Mukran port on Rugia Island, East Germany. 


On this route raii wagons wiJl be transported by ferry. The Comecon coun- 
tries have considerable opportunities to develop their sea ports and sea 
transport with a view to boosting their economic development. 


Coastal transport is well developed all over the world, but, unfortunately, 
in the South-East Baltic area it is still in its infancy. So far crude 

oil and other petroleum products have been taken from Gdansk to other voivod- 
ships along the coast by trains or trucks instead of by small tankers used 
on coastal routes. 


Apart from East-West and West-East railway transit, truck transit in these 
directions has been slowly developing. Regrettably, its size is still 
relatively small. 


Pipeline transport of crude oil from the Soviet Union to East Germany does 
play an important role, however. Air transit is also of considerable 
significance. Since Poland's inland water transport is not connected to 
the Soviet one, inland water transit of cargo and passengers does not exist 
in Poland. On the ot* ~ Sand, Poland's inland waters are well connected 
with the inland wate em of the West. 


The transit of cargo and » ple from South to North and from North to South 
through Poland's territory and ports has net been sufficiently developed. 

The individual elements of the transportation system and railways and ports 
in particular, are not comprehensively prepared to serve this purpose. The 











South-North transit through Poland has been dominated by Czechoslovakia, 
Hungary and East Germany. Recently, Austria has also become our significant 
partner in this respect. Apart from crude oil, no Soviet goods are transit- 
ted through Poland's sea ports although, from the viewpoint of transport, 
the Lvov-Tarnopol region leans toward Gdansk and Gdynia. Neither Finnish, 
Swedish or other Scandinavian goods transit through Poland, just as there 
are no goods in transit from the countries of South East Europe. 


The PKP does not provide favorable conditions for such transit. Polish 
ports frequently lack proper rail wagons for the transport of cargo. 

Every time Polish foreign trade records an increase, Polish sea ports 
complain of difficulties connected with transportation and storage, which 
also imposes restrictions on transit. (inland water and pipeline transit 
between North and South does not exist simply because of the lack of any 
connections. Air transit is also reiatively small. Truck and sea transit 
has been slowly developing but it still does not correspond to the existing 
possibilities. 


The Trans-European North-South Motorway (TEM) is currently being constructed 
at the initiative of Poland and Hungary and under U.N. auspices. It will 
lead from Gdansk, through Poland, Czechoslovakia, Hungary, Yugoslavia, 
Bulgaria and ‘Turkey (Istanbul) to the oil-rich Middle East countries. 
There, the motorway will join the South Asian motorway and the African 


highways. 


In tls 1970s the official Tem opening date was scheduled for 1990. So far, 
1,700 kilometers have been completed and another 1,100 km are under construc- 
tion. The Bulgarian authorities have recently announced that the Bulgarian 
section of the motorway would be completed on time. Work on other sections 
also moves forward. 


The construction of the Polish section of the Tem is running well behind 
schedule and will not be completed on time. The section between Piotrkow 
Trybunalski and Czestochowa has already been completed, and the Piotrkow 
Trybunalski-Tuszyn section is currently being finished. The Transport 
Ministry has announced that the Gdansk-Tczew section will be constructed 
during the years 1986-1990, with work on the sect on between Tczew and 
Grudziadz to start after 1990. The basic purpose of the Polish section of 
the TEM is to carry Polish freight from Silesia to the Gdansk-Gdynia area 
and back. This will lead to great savings of liquid fuel and streamline 
the fleet of vehicles in use, since very heavy trucks are to be brought 
into operation on this route. In the space of a few years, these savings 
could cover the cost of constructing the TEM. Some 10% of the traffic, 
however, is expected to involve freight and passengers in transit. This 

10% preseuts an opportunity for developing the Gdansk port. which is to 

be the starting point for a number of sea routes to Scandinavia, mainly 

to Finland and Sweden, which are to be serviced by both domestic and foreign 
shipping companies. The port of Gdynia is also expected to benefit from the 
TEM, receiving vehicles bound for other destinations, such as the Americas, 
Great Britain, etc. A ringroad bypassing Gdansk, Sopot and center of Gdynia 
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and connecting the TEM with Gdynia's container terminal has already been 
constructed and is in fact already in use, although work on it has not been 
completely finished yet. 


Freight will be carried chiefly by very heavy goods vehicles, capable of 
carrying 20-50 tons, mostly in containers. The rest will be carried by 
roll on-roll off (ro-ro) vehicles. So the motorway is expected to bring 
great technological progress in the ports of Gdansk and Gdynia in the 
coming decades, and also to Szczecin and Swinoujscie. These two ports in 
North-West Poland will be connected to the TEM in Silesia. 


Polish general cargo ports will have to select special dock areas to be 
adapted to the ro-ro system. The dockside in these areas will lack the 
normal cranes and loading workers. 


General cargo accounts for only 15% of the goods handled by Polish ports, 
but these goods keep 70% of all port workers occupied. Handling general 
cargo currently presents the biggest headache for Polish ports, because 
modern cranes and other equipment are in short supply owing to the scarcity 
of hard currency. 


Gdansk's North Port is a modern facility for handling coal and oil, yet 
general cargo in Gdansk is still being handled by old wharves (excepting 
the small ferry terminal). Not one single berth can take a modern ro-ro 
vessel, 


A modern port terminal, covering some 5 square kilometers of land, will 

have to be constructed around the year 2000 to handle the expected TEM 
traffic arriving in Gdansk en route to Scandinavia. This modern ro-ro 
terminal could take shape gradually, with more berths being added as needs 
grow. However, the future site has to be decided on now, so as to join 

it up to the motorway. The dock area section of the TEM should be connected 
with the future berths for ro-ro vessels and car ferries, thus giving us a 
modern ro-ro terminal directly linked to the TEM. 


At the southern end of the TEM, in the Mediterranean ports serviced by 
its branch sections, around 100 ro-ro and ferry terminals have already 
declared their readiness to handle general cargo. 


We are now waiting for the state shipping agency to approve the site where 
the TEM will join up with the future modern terminal. A new entry into 

the port of Gdansk and a new dock basin will have to be constructed for the 
modern ro-ro ships, which do not at present put into Gdansk at all. 


If the shipping authorities do not formally notify the Transport Ministry 
of their position on this matter in the very near future, we can expect to 
see a paradoxical situation develop. The motorway will traverse the whole 
length of Poland, then abruptly stop short just south of Gdansk. In reply 
to questions from those countries interested in north-south transit via 
Gdansk, we are as yet unable to say at which point vehicles coming up the 
TEM will come off the motorway and roll onto foreign and Polish ships. It 
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seems worth recalling at this point that it was in 1972 that Poland asked 
the U.N. to sponsor the motorway, which is important not only for the 
Comecon countries and Scandinavia, but also for Southern Europe and Asia. 
Twelve years have since passed, and the shipping authorities have still o 
reach a decision. 


It is essential that we make full use of the great opportunities which the 
TEM opens up for Gdansk and Gdynia, for other Polish ports, and for the 
entire region of Poland it is to cross, Polish Ocean Lines (PLO) are 
currently using the existing road network to transport heavy containers from 
Vienna, Prague and Budapest to Poland's seaports, so the first part of the 
terminal will be needed by 1990, although the whole Polish part of the 
motorway will not yet be completed. Transit traffic will have to follow 
substitute roads in some areas. The shipping industry and port authorities 
have to use the present period more efficiently for time-consuming studies 
and the necessary design projects. 


The ports of Szczecin and Swinoujscie should be fully prepared to handle 
transit carge. Some progress has recently been observed in Swinoujscie 
thanks to cooperation with Austria. 


Once a fully-mechanized deep-water ore terminal is completed in Gdansk 
North Port--its most important element, the dock itself, is ready now-- 
it will also be possible to handle ore transit there. 


Special conditions have to be created to promote passenger transit. This 
has been done in Bulgaria and Hungary. Now it is Poland's turn. 


Poland's economic difficu).ties will be hard to overcome without new, 
extraordinary moves. A new approach to freight and passenger transit could 
be one of these. 


CSO: 2020/223 
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POLAND 


BRIEFS 


SZALAJDA DELEGATION HOLD TALKS--A Polish economic delegation led by Deputy 
Premier Zbigniew Szalajda stayed in Moscow on a i-day visit. In talks with 
Deputy Premier Guriy Marchuk they assessed the implementation of provisions for 
bilateral cooperation, and discussed preparations for a comprehensive program 
for Polish-Soviet cooperation, and scientific and technical progress. |No video 
available | [Text | [Warsaw Television Service in Polish 1730 GMT 6 Sep 85 LD] 


OFFICIALS SIGN 1986-90 PROTOCOL--Representatives of the Ministry of Construction 
and Construction Materials Industry have signed a protocol on talks with a 
delegation of the Soviet state construction committee. The talks concerned 
Polish-Soviet scientific-technical cooperation in the sphere of building con- 
struction for the years 1986-90. A list of the basic scientific-technical 
problems for cooperation between bodies belonging to both ministries is an 
appendix i" the protocol. [text] [Warsaw Domestic Service in Polish 1400 GMT 6 
Sep 85 LD 


CONSUMER UNION CONGRESS CONTINUES--The 42d conference of the Central Unicon of 
Consumer Cooperatives continued today in Warsaw. Deputy Premier Zenon Komender 
received 13 delegations from abroad, and members taking part in the conference. 
The guests acquainted the premier with the development of the cooperative 
movement in their countries. The need for the continuation and the development 
of international cooperation between consumer cooperative organizations was 
discussed. Today, the delegates chose a board of directors | Rada Nadzorczal, 
made up of 65 people. This is the highest organ of the Central Union of Consumer 
Cooperatives, which has over 3 million members. Professor Bogdan Kolodziejek 
was reelected chairman of the council. [Text | [Warsaw Television Service in 
Polish 1730 GMT 11 Sep 85 LD] 


TRADE EXHIBITION IN BEIJING--Beijing, 9 Sep--"Polish trade exhibition - Beijing 
85", the biggest presentation of Poland's offer in People's China in the past 24 
years, will open here tomorrow. 31 Polish foreign trade enterprises will 
display on 5.5 thousand square metres products of 237 Polish industrial enter- 
prises, mainly coal mining and agriculture machinery, electronics, aircraft, 
ships, among other products. The value of Polish Chinese turnover reached one 
billion Swiss franks in 1984 and it is expected that this year it will go up to 
1.3 billion franks, and there are chances for exceeding this figure. The ground 
for the current expansion of economic technological and trade contacts is the 
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long-term agreement on trade cooperation for the years 1986-90 signed during 
Chinese Premier Li Peng's visit to Poland last May. [Excerpts] [Warsaw PAP in 
English 1710 GMT 9 Sep 85 LD] 


ZARNOWIEC ATOMIC PLANT--Success in Building the Zarnowiec Atomic Plant. 
Construction work on the first Polish atomic power plant on Zarnowiec Lake in 
Gdansk Province is proceeding successfully. After recent bricking in of the 
erection act under the foundation of one of the four reactors--each with a 
power of 465 megavolts--and completing the pouring of the first layer of 
so-called lean concrete, the assembly and casting of the reinforced layer is 
proceeding. This year's investment plan includes completing construction work 
costing eight billion zlotys. At present the construction site of this high 
priority investment for our economy together with back-up facilities occupies 
130 hectares. When it is completed, which will not be until the late 1990's, 
the area of the Zarnowiec power plant will occupy 70 hectares and the 
remaining area will revert to agriculture. [Text] [Warsaw ZYCIE WARSZAWY in 
Polish 27-28 Jul 85 p 1] 2950 


POWER TOOL PRODUCTION--'Celma' Plant to Produce 400,000 Power Tools This 
Year. This year the 'Celma' Power Tool Plant in Cieszyn will produce 400,000 
power tools; of these 170,000 will produced under license. The remaining 
230,000 are the result of our own technical design, products based on the 
initiative of the plant engineering-technical staff. The 'Celma' workforce is 
constantly expanding the assortment of power tools. Production of a special 
angle saw for cutting tin and an oscillating grinder will begin this year. 
[Text] [Warsaw ZYCIE WARSZAWY in Polish 23 Jul 85 p 3] 2950 


CSO: 2600/995 


53 
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ROMANTA 


HARMONIOUS DISTRIBiITION OF PRODUCTION FORCES SOUGHT 
Bucharest ERA SOCIALISTA in Romanian No 15, 10 Aug 85 pp 14-17 


[Article by Nicolae Ionescu, director general of the Central Directorate for 
statistics: "Harmonious Distribution of the Production Forces Throughout the 
Country"] 


[Text] This year, we celebrate the 23d of August amid an atmosphere of great 
enthusiasm generated by the 20th anniversary of the historic ninth congress 
and of the election of the most beloved son of the people, Comrade Nicolae 
Ceausescu, to head the party. In tho 41 years that have passed since the 
victory of the antifascist and anti-imperialist revolution of social and 
national liberation, the Romanian people won great successes in building the 
new social system, but the most fruitful and impressive achievements were 
attained in the period that our entire nation justly and with great love calls 
"The Nicolae Ceausescu Era." 


The monumental socioeconomic development of the country, the unprecedented 
upsurge of the socialist construction, and our wonderful prospects of a 
communist future are deeply marked by the profound, daring, and original 
thinking of the party secretary general and president of the republic, Comrade 
Nicolae Ceausescu. The past two decades have fully confirmed, with the force 
of accomplished feats, his attributes of a remarkable strategian and founder 
of modern, socialist Romania, creatively and daringly activated by an 
innovative concept based on the application of the generally valid truths of 
dialectical and historical materialismto the specific conditions prevailing in 
our country. 


Within a relatively short historical period, carrying out an extensive 
construction work designed to revolutionarize the society, Romania traveled 
several stages and became, from a preeminently agrarian, poorly developed 
country, an industrial-agrarian state with a strong and dynamic industry, a 
socialist agriculture in full process of modernization, and a continuously 
rising material and cultural living standard. The resolute onset of the era of 
progress and civilization was marked by the ninth party congress, which opened 
up new paths for the Romanian people along the road of socialism, and heralded 
a new phase of development for the Romanian society, one in which socialist 
achievements were consolidated prior to beginning building the comprehensively 
developed socialist society. 
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The perticular scope of the economic growth and innovative changes that 
characterize the past two decades--the period richest in achievements in all 
economic, social, and political areas in our people's entire existence—was 
primarily determined by the RCP’s policy of intensive development and 
continuous modernization of the production forces and of consistently 
increasing the national resources, and the results attained fully confirm the 
place and role assigned by our party and its secretary general to the rapid 
development of the production forces and to building a modern material- 
technical basis incorporating the latest achievements of contemporary science 
and technology and providing the resources for more markedly enhancing the 
efficient utilization of the country's material and human potential. 


A Progressive, Unitary, Long-Term Concept 


Fully in accordance with the major objective of building the co.prehensively 
developed socialist society, the rapid growth of the production forces was 
aimed at more than merely developing production; it essentially and 
consistently pursued the aim of creating a harmonious, modern, dynamic, and 
efficient national economy complex within which macroeconomic, branch, and 
regional factors should form a unitray, organic, and mutually dependent whole. 


One of the greatest achievements of socialism in Romania is the harmonious, 
balanced, and efficient development of the production forces throughout the 
country, the sound economic basis that ensures real equality among all the 
country's citizens regardless of nationality. In a long-term and profoundly 
humanitarian concept, and consistently working for this objective, the party 
succeeded in eliminating--in a historically short period of time--one of the 
most harmful bequests of the bourgeois-land owners’ regime, namely a totally 
wrong distribution of the production forces in the country, a factor that 
exacerbated Romania's socioeconomic backwardness. Thus, in 1945 the population 
employed in industry and other non-agricultural branches made up 23.6 percent 
of the entire population, and that employed in agriculture, 76.4 percent. Out 
of 486,000 industrial workers, i.e., 58.9 percent, were concentrated in the 
Arad, Brasov, Cluj, Caras-Severin, Hunedoara, Prahova, Sibiu, and Timis 
Counties and Bucharest Municipality, although their population made up only 29 
percent of the country's population. 


The illogical and inequitable distribution of industry and the fact that 52 
percent of industrial production was concentrated in only a few urban centers 
of eight counties and in Bucharest had the most nefarious consequences for the 
other areas and counties, almost totally deprived of industrial enterprises, 
The number of working personnel employed in industry per 1,000 inhabitants in 
the above-mentioned counties was 64, while the same figure at nutional level 
was 31. The other branches of material production were also poorly developed. 
This explains to a great extent the low per capita national income—one of the 
lowest in Europe--Romania's disadvantage in the international division of 
labor, and the low living standard and poor health and education of the people 
-—-the sad inheritance of the old system that the RCP had to eliminate and did 
eliminate through its humanistic policy of building socialism, 
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In the new historical conditions, after the people seized the political and 
economic power, our communist party—-the leading political force of the 
society-—-established among the primary objectives of its struggle that of 
a rational and equitable regional distribution of the production forces within 
a uniform and long-term concept of building a modern, progressive, and 
efficient national economy in all its branches and at country-wide level. In 
order to attain such a major objective with such deep social and political 
implications, the RCP carried out intensive theoretical and practical 
actions to establish and utilize the best suited ways and means of regional 
socioeconomic development and of harmonious progress in all the areas and 
localities of the fatherland. 


Formulating a coherent program on all the issues of regional socioeconomic 
development, imbued with the innovative and equitable spirit characteristic of 
the thinking of the party secretary general, Comrade Nicolae Ceausescu, made 
the subject of extensive analyses and of the directives hammered out after the 
Ninth RCP Congress within the context of our party and state's general efforts 
to improve and orgnization and leadership of the economy and of social life, 
and to ensure the harmonious and balanced development of the entire country. 


The measures adopted by the 1967 RCr national conference on improving 
Romania's administrative-territorial structure and developing rural 
localities, and particularly the directives of the 1972 party national 
conference on territorial systematization and the socioeconomic development of 
towns and villages, were of a particular importance along this line. As 
Comrade Nicolae Ceausescu said, "Among our particularly important achievements 
we must stress the correctness of the administrative-territorial 
reorganization and the economic development of all the country's counties. 
From this viewpoint we may say that we endeavored to distribute the production 
forces on the territory so as to ensure conditions for a new life for all the 
working people and to permit an unprecedented development for all the 
fatherland's counties and localities. In view of the situation we inherited 
from the past and of the fact that even the most developed countries have very 
backward areas, we can say that our achievements in this respect forcefully 
verify the fact that only the implementation of a revolutionary and socialist 
concept can eradicate regional backwardness and ensure general development.” 


The new administrative-territorial organization of the country eliminated a 
number of intermediary "links" and rungs and brought the central leadership 
closer to base units and production activities. This helped to resolutely 
promote the policy of harmonious distribution of the production forces 
throughout the country and of basing production activities upon economic 
criteria. The rapid socioeconomic and cultural development of less developed 
areas gave a new and powerful impetus to socioeconomic activities in all the 
areas and awakened extensive regions and localities to a new, intensive life. 


At the same time, at the initative and with the direct and decisive 
contribution of the party secretary general, Comrade Nicolae Ceausescu, a 
broad complex of measures were established to improve socioeconomic planning, 
organization, and leadership, and the responsibilities and functions of the 
various economic "links" and the relationship among them were legislated, thus 
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creating conditions for a dynamic and flexible management capable of ensuring 
a better utilization of the entire material and human potential of the 
country, increased economic efficiency, and a more rapid growth of the social 
product and national income. 


Within the framework of the general strategy of harmonious and balanced 
development of the national economy, vast investment programs were implemented 
particularly in counties with a lower economic level; simultaneously, efforts 
were made to increase and modernize the productive potential of the other 
counties, The scope of these programs was especially impressive after 1965, 
when a very important turning point for the country's future was marked by the 
allocation of an increased part of the national income—over 30 percent—-to 
the socioeconomic development fund. Consequently, investments increased to 
almost 331 billion lei in the 1966-70 5-year plan (as compared to about 362 
billion lei in the entire 1951-65 period), to approximately 1,500 billion lei 
in the 1971-80 decade, and to about 1,200 billion lei in the current 5-year 
plan. 


In 1985, the volume of country-wide investments was about 5 times larger than 
in 1965. Significantly, this volume was 14 times larger in Bistrita-Nasaud and 
Mehedinti Counties; 13 times in Covasna, Giurgiu, and Vilcea counties; 12 
times in Constanta County; 10 times in Dimbovita, Gorj, Salaj, and Tulcea 
Counties, and over 7 times larger in Alba, Calarasi, and Vaslui Counties. At 
the same time, the increase recorded in the Arad, Brasov, Buzau, Caras- 
Severin, Harghita, Iasi, Prahova, Satu Mare, and Timis Counties was far higher 
than the national average volume of investments. 


The decisive factor for the country's general development, the many-sided 
development of the entire economy, the increased well-being of the people, and 
the consolidated national independence and sovereignty was proven to have been 
socialist industrialization—-the central axis of the RCP’s economic policy—a 
policy that was brilliantly implemented and intensively expanded after the 
ninth congress. In this period, thanks to the essential contribution made by 
the party secretary general, Comrade Nicolae Ceausescu, the policy of 
socialist industrialization was imparted a truly scientific contents, based on 
the requirements of the objective laws of economic development and perfectly 
suited to the conditions and progress necessities of the Romanian society. 


In this context, perseveringly pursuing across the years the implementation of 
Romania's socialist industrialization program, at each new stage the RCP 
redefined this program and the priorities imposed by the new conditions 
regarding both the development of certain branches in keeping with 
contemporary technical progress, and the need to deploy new investment 
projects so as to best utilize local production resources, 


The llth party congress had profound impiications along this line, due to the 
fact that it adopted a program objective according to which, by 1980, each 
county was scheduled to have industrial production capacities totaling at 
least 10 billion lei. In the case of more backward counties, this objective 
called for doubling and even trebling the volume of industrial production in 
the course of the 1976-80 5-year plan. The objective was attained in all the 
counties, and a powerful industrial basis was thus created in all the areas of 
the country. 


57 





For the current 5-year plan, in view of the different level of resources and 
size of population in each county, and of the need to steer the development of 
the counties toward a complex economic profile, the 13th party congress 
established—-with a view to ensuring a more correct balance among the levels 
of development of the varicus areas--that the basic criterion for rating a 
county's level of development should be the achievement of an annual per 
capita overall production totaling at least 70,000 lei, within which industry 
should make up 50,000 lei, agriculture 10,000 lei, and the other branches 
10,000 lei. Referring to this new concept of distribution of the production 
forces, Comrade Nicolae Ceausescu stressed: "This is genuinely in keeping with 
our party's general social and national policy of appropriately developing all 
the areas and ensuring equal working and living conditions for all the members 
of the society and all the fatherland's citizens, regardless of nationality." 


Achievements of a Great Socioeconomic Significance 


Resolutely working to implement the 12th congress decisions on the judicious 
distribution of the production forces, by the end of this year all the 
counties will achieve a calculated per capita production of at least 70,000 
lei, as follows: 


Volume of per capita economic activities Number of counties 

1980 1985 
Up to 65,000 10 J 
65,001-70,000 6 ~ 

70 ,001-80 ,000 11 10 

80 ,001-90 ,000 3 9 

90 ,001-100,000 4 6 

Over 100,000 7 16 


The rapid increase of production in formerly backward counties is clearly 
reflected by statistics. Thus, in 1985 country-wide industrial production will 
be 6 times larger than in 1965. Production will be more than 26 times larger 
in Salaj County, over 18 times in Olt, over 16 times in Bistrita-Nasaud and 
Galati, over 13 times in Buzau and Vaslui, over 12 times in Calarasi and 
Tulcea, over 11 times in Ialomita, Iasi, and Vilcea, over 10 times in Arges, 
Botosani, Gorj, and Teleorman, over 9 times in Covasna, Dimbovita, Dolj, 
Mehedinti, and Vrancea, over 8 times in Constanta, and above the national 
average in the counties Alba, Bihor, Harghita, Neamt, and Timis. 


The RCP policy of more rapidly increasing the industrial strength of backward 
counties, coupled with the development and modernization of industry in the 
other counties, resulted in a marked growth of fixed assets. Very significant 
changes occurred in the counties’ economic potential, as is pointed out by the 
new classification of counties according to the value of their fixed assets: 
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Value of Fixed Assets Number of Counties 


1965 1984 

Up to 2 billion le l — 
2- 5 " " 9 —* 

M 13 - 

10-20 " ° 12 - 

20-30 " * 5 7 

30- 40 " — J 8 

40-60 " 7 - 10 

60-100 " " 1 11 

Over 100 * - - 5 


While in 1965 only five counties and the Bucharest municipality had fixed 
assets worth in excess of 20 billion lei, by the end of 1984 the value of 
fixed assets in all the counties was over 20 billion lei, and over 40 billion 
in some of then. 


The resolute implementation of the policy of judicious deployment of industry 
and other economic activities throughout the country has permitted the 
establishment of important industrial centers and sites in all the counties. 
Comrade Nicolae Ceausescu scientifically and originally defined the industrial 
sites on the basis of the realities and requirements of our national economy 
and of the need for a highly efficient socioeconomic development. Thus, 
industry was consolidated in each county and became the decisive factor for 
the efficient utilization of ratural and human resources. 


Simultaneously with the assertion of industry as the preponderent basis in all 
the counties, including those in which this branch was practically inexistent 
in the past, the other areas of material production were also forcefully 
developed at regional level: agriculture, construction, transportation, and 
commerce. 


Within our party's policy of rational regional distribution of the production 
forces, agriculture was planned to be developed in each area and county in 
relation to social requirements and soil and climatic conditions, and an 
intensive-type agriculture was promoted in all the counties through expanded 
mechanization, more efficient utilization of the land stock, soil 
amelioration, irrigation, wide-scale chemical treatments and application of 
chemical and natural fertilizers, modified crop structures, and improvement of 
vegetable strains and animal breeds. 


This scientific and profoundly realistic concept was reflected in the special 
programs worked out at the initiative and with the decisive contribution of 
the party secretary general, Comrade Nicolae Ceausescu. These programs outline 
specific tasks and methods for all the areas of agricultural activity. Thus, 
the national program for obtaining safe and stable agricultural yields, the 
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regional self-supply program, and the program on increasing agricultural 
production on private plots reflect the special importance attached by the 
party and state leadership to intensively developing this basic branch of the 
Romanian economy with a view to speeding up the process of intensive 
development and judiciously utilizing natural, material, human, and financial 
resources, promoting and spreading technical progress, achieving high rates of 
production growth, and focusing on the qualitative and modern aspects of all 
activities, so as to attain the highest possible efficiency and implement a 
new and profound agrarian revoiution. 


Regarding the value of overall agricultural production, the counties are 
classified as follows: 


Value of overall agricultural production Number of counties 
1965 1984 

Up to 2 billion lei 13 ~ 
2.1-3 . 17 4 

3.1-4 — — 9 11 

4.1-5 7 we l 9 

5.1-6 - F 1 7 

6.1-7 7 “ = 3 

Over 7 . * 7 


Simultaneously with the development of industry and of the other branches of 
material production, the number of working personnel per 1,000 inhabitants 
increased in each county, a fact which brought about profound changes in the 
life of the working people and in regional social structures. As compared to 
1965, considerable increases were recorded along this line in the following 
counties: Bistrita-Nasaud, Botosani, Buzau, Calarasi, Dimbovita, Giurgiu, 
Gorj, Mehedinti, Olt, Salaj, Teleorman, Vaslui, and Vilcea, while counties 
Alba, Arges, Bihor, Covasna, Dolj, Harghita, Ialomita, Iasi, Neamt, Satu Mare, 
Tulcea, and Vrancea are above the national average in this respect. 


Improving the regional distribution of the production forces and implementing 
the principles of territorial systematization--at both national and local 
levels--have been and remain basic conditions for promoting the precess of 
economic and social homogenization, increasing the weight of the workers class 
in all the areas, and reducing and finally eliminating the essential 
differences between city and village, between industrial and agricultural 
work, and between physical and intellectual work. These conditions have 
permitted increases in the per capita national income, improvements in the 
quality of life of the working people, and a higher level of education, 
science, culture, and of the general degree of civilization of the people. As 
RCP Secretary General Comrade Nicolae Ceausescu stressed, "During the 
socialist period we have intensively developed our fatherland; in these 20 
years we obtained noteworthy successes in all the areas. Alone the aspect of 
our country proves it; our country has changed, had become a powerful 
industrial-agricultural country with a progressive science, education, and 
culture. In particular, our people have changed, have acquired a new level of 
civic, patriotic, and revolutionary consciousness, and are inspired by the 
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desire to do everything possible to raise the fatherland and exsure its 
independence and the general well-being of the people.” 


Resolute Continuation of the Policy of Developing all the Country's Areas 


The vast program of raising Romania to higher levels of progress and communist 
civilization adopted by the 13th RCP Congress features the unwavering 
continuation of the policy of judiciously distributing the production forces 
throughout the country and of markedly developing all the counties, regions, 
and localities of the fatherland as a special and particularly important 
chapter. 


Worked out at the initiative and under the direct guidance of the party 
secretary general, Comrade Nicolae Ceausescu, the program on Romania's 
socioeconomic development at regional level in the 1986-90 period, adopted by 
the congress, envisages a better utilization of the material and human 
resources of each area, consistently increasing the economic power of each 
county, and on this basis, raising the material and cultural living standard 
of all the people—the supreme goal of the RCP’s policy and the essence of our 
socialist system. The program convincingly illustrates the responsible manner 
in which our party and its secretary general base Romania's communist future 
upon technical-production, socioeconomic, and political structures that 
ensure uninterrupted and many-sided progress, and increase the potential and 
capacity of our harmoniously developed national economy, capable of securing a 
high level of material and cultural civilization for all the fatherland's 
citizens, regardless of nationality. 


Innovatively and realistically approaching the basic issues of building and 
consolidating the socialist system in Romania, the directives concerning the 
country’s socioeconomic development, adopted by the 13th party congress, 
reflect the profoundly scientific, clear-sighted, dynamic, mobilizing, and 
politically engaged activities of the party secretary general, Comrade Nicolae 
Ceausescu; they are the result of his exceptional ability to analyze and solve 
the cardinal problems of the development of the Romanian society, and to act 
with unequaled revolutionary and patriotic spirit to rally all the working 
people, regardless of nationality, in the struggle to continuously develop our 
socialist fatherland. 


The scope and depth of this scientific and historically-minded concept is also 
reflected in the decision to focus the fund»mental objective of the 1986-90 
5-year plan on further intensively developing the production forces and the 
material-technical basis of the society, chat being an essential condition for 
generally implementing the RCP program on building the comprehensively 
developed socialist society and on Romania's advance toward communism. This 
constitutes a new and vigorous confirmation of the place and role assigned by 
the party to the marked development of the production furces and to building 
a modern material-technical basis, incorporating the latest achievements of 
contemporary science and technology. 


In the coming 5-year plan, too, we wil! continue the process of rationally 
distributing the production forces throughout the country's territory, thus 
ensuring the harmonious and balanced development of all the counties, as one 
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of our major achievements in the implementation of the party-state's 
scoioceconomic policy. The achievement of this objectiv>: will mark a new and 
important stage in the implementation of Comrade Nicolae Ceausescu's 
exceptionally valuable theoretical and practical concept concerning the 
balanced and harmonious development of all the fatherland's areas and 
localities and the establishment of equal working and living conditions for 
all the country's citizens, regardless of nationality. 


Establishing the key objective of the coming period at a time when the world 
is witnezsing a new scientific and technological revolution on the one hand, 
and a profound structural crisis in international economy on the other, the 
RCP decided that the underlying strategy-—-in general and at regional level— 
should be the intensive and qualitative development of the production forces 
by further modernizing production structures and primarily developing key 
branches and subbranches that incorporate and promote contemporary 
technological progress, by expanding automation and the use of electronics and 
robots, with a view to more markedly raising labor productivity, efficiently 
utilizing material and human resources, and raising the technical and 
qualitative level of production and our international competitiveness. 


The majority of investment funds (approximately 90 percent) will be chaneled 
toward increasing the productive potential of the economy—at a general and 
local level—and toward achieving the priorities of this period: securing the 
energy and raw materials resources for the unflagging development of the 
national economy, paticularly of key industrial branches and subbranches; 
continuing the process of intensive growth and modernization of the 
agriculture; forcefully asserting the role of science and technology in all 
the areas, and resolutely activating the qualitative factors in the entire 
socioeconomic life of the country. 


The basic objective of the program on regional socioeconomic development is to 
further increase the economic potential of all the counties and, by the end of 
the coming ‘5-year plan, to attain a calculated per capita volume of economic 
activities of at least 80,000 lei yearly. The achievement of this objective 
will mark a new and important stage in the implementation of the scientific 
concept of our party and of Comrade Nicolae Ceausescu regarding the balanced 
and harmonious development of all the fatherland's areas and localities, and 
ensuring equal living and working conditions for all the citizens, regardless 
of nationality. 


The new industrial production capacities will be deployed on the basis o1 
efficiency and social criteria, i.e., such objectives will be built close to 
raw material sources and to customer units, thus avoiding long and wasteful 
transports, and will ensure--through the creation of new jobs—-conditions for 
better ut lizing the manpower in all the areas. Proceeding from the party 
secretary general's long-term theoretical and practical concept of regional 
systematization aad development, it is planned to resolutely implement the 
regulations concerning the distribution of projects on industrial sites, 
concentrating and limiting the area taken up by buildings, protecting the 
land, waterways, forests, the environment, and the ecological balance, and 
thoroughly planning road networks. 
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In order to fully utilize the industrial potential, production structures will 
be modernized in all the counties, the technical and qualitative level of 
products will be raised, labor productivity will be more markedly enhanced, 
production costs—particularly material expenditures--will be lowered, the 
degree of utilization of raw and other materials will be increased, and the 
consumption of fuel and energy will be reduced. 


In the coming 5-year plan, too, the distinctive feature of the intensive 
development of the entire national economy will be the rapid and wide-scope 
promotion of science and technology, in accordance with our programs on 
scientific research, technological development, and introduction of technical 
progress worked out under the leadership of Comrade Academician Dr. Engineer 
Elena Ceausescu, a scientist of wide international renown, whose prodigious 
activities have contributed to turning Romanian science and technology into 
essential and highly important factors for the success of the entire socialist 
construction in our country. 


The most eloquent expression of the further judicious development of all the 
country's areas is the changes that will occur in the coming 5-year plan, 
according to provisions, in the classification of the counties according to 
the index of the overall volume of per capita economic activities: 


Total volume of economic activities Number of counties 
—lei per capita— 1985 1990 

Up to 80 ,000 10 - 
80,001- 90,000 9 4 

90 ,001-100, 000 6 8 

Over 100,000 16 29 


The overall volume of per capita economic activities will be increased in all 
the counties by forcefully developing industry, agriculture, construction, and 
the other branches of activity, and by better utilizing our country's material 
and human resources. 


The implementation of all the measures envisaged in the 13th party congress 
directives and in the program-directive on Romania's regional socioeconomic 
development in the 1986-90 period will mark a new stage on the path of 
progress and civilization, of socialist Romania's unprecedented development, 
and of raising the material and cultural well-being of all the people--the 
supreme goal of the policies of our party and state. 
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ROMANIA 


SHORTCOMINGS IN REALIZING IF .* °‘\ /ROGRAM 
Bucharest REVISTA ECONOMICA in Romanian No 30, 26 Jul 85 pp i3-14 


[Article by B. Vasile and B. Corneliu: "United Efforts to Commission 
Investment Projects on Schedule") 


(Text ] Implementing the investments program for this year and for the entire 
1981-85 5-year plan is particularly important for the national economy. By 
commissioning all the projects envicaged for this period we ensure the 
fulfillment of the planned production, and thus meet the requirements of the 
domestic market and export contracts in an exemplary fashion. That is why the 
efforts of the builders and assemblers on the one hand, and of the equipment 
suppliers and customers on the other, must be coordinated so that each 
operation should proceed according to schedule, or even ahead of schedule, 
thus ensuring that new production capacities are commissioned before the 
planned deadlines. 


Thanks to the efforts made by all the factors involved in investment projects, 
in the first semester of this year the volume of investment work was 12.6 
percent higher than in the same period of the past year. In June this year, 
achievements were 17.2 higher than in the past year, and 15.4 percent higher 
in the area of construction-assembly. In the first 6 months of the year, 146 
major production facilities were commissioned (partially or completely), 18 of 
them ahead of schedule. Some 56 major capacities began production in June 
alone. At the same time, on 30 June, equipment stockpiles that had not been 
deliverea for assembly totaled 239 million lei less than at the beginning of 
the year. 


Along this line we must mention the noteworthy results attained by certain 
construction work sites, particularly in key sectors--energy and raw 
materials--where the completion of the planned projects is decisive for smooth 
economic activities in the other branches and subbranches. On some building 
sites, the efforts made by the respective factors to better organize the 
production and labor, to strengthen discipline, and to appropriately utilize 
the equipment resulted in the opening of the Pesteana quarry and the Urdari 
microquarry--Pannel II; the development of the stainless steel pipes section 
of the Republica pipes enterprise; the development of the production of 
refractory bricks and thermoinsulated sheets of the Baru Mare refractory 
products factory in Baia Mare, and so forth, and in the achievement of 
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considerable increases in production, which permited the commissioning of many 
facilities on schedule or ahead of it. The same may be said of other 
investment projects in the chemical, machine-building, light, and other 
industries. 


Nevertheless, an analysis of the stage of work in the first 6 months of the 
year shows that the level of achievements is far below that of the existing 
potential. Considerable shortfalls have been noted at the Ministries of 
Chemical Industry, Agriculture and Food Industry, Wood Processing and 
Construction Materials, Metallurgy, Machine-Building Industry, Mines, and 
Petroleum. The causes that led to this situation are multiple. 


In most cases, the shortfalls are due to labor organization on the individual 
building sites. Whether it was failure to complete construction-assembly work, 
to finish pouring the concrete, or to complete the planned excavations (as was 
the case at the Tehomir mine, Gorj County: the chemical coking coal plant of 
the Victoria-Calan siderurgical combine; the Cirnesti I, Paclisa, and Totesti 
hydropower plants, etc.) or whether technical and production discipline 
precluded appropriate work yields on some work sites (8,000 tons per year of 
coal products at the Titu enterprise for siderurgical electrodes; 330,000 tons 
of coking coal a year at the Resita siderurgical combine, etc.), the results 
were the same: delays in opening various capacities or failure to observe 
working schedules at others, with undersirable consequences for investment 
costs, work efficiency, and so forth. Along the same line we must point out 
shortcomings in securing qualified manpower on various work sites (assembly 
and installation workers, etc. for the expansion of the Brazi refinery; 
carpenters, smithy-concrete workers, brick layers, and welders for the oil 
industry tubing material section and the Assel pipe rolling mill of the 
Slatina pipe enterprise, etc.) which precluded smooth work progrss. 


On the other hand, some delays are due to failures to deliver ~quipment on 
schedule and in the order of assembly. For example, at the Miuia petrochemical 
combine, considerable delays in completing the styrene, propylene oxyde, and 
glycol propylene were caused by the fact that some equipment was not delivered 
on time (4 oxydation reactors, 37 normal and lens calibrators [compensator 
lenticular], 3 evaporation devices, 2 rectification columns, etc.) by the 
Ploiesti, Gaiesti, and Grivita Rosie chemical equipment plants. The same 
situation was noted at other capacities of the Dej fiber, cellulose, and paper 
combine and the Drobeta-Turnu Severin metallurgical enterprise, to which 
suppliers--the Grivita Rosie chemical equipment plant, the Aversa pump and fan 
enterprise of Bucharest, Progresul of Braila, the Craiova heavy equipment 
plant, and others--failed to deliver important volumes of equipment, without 
which assembly work could not begin. 


In the coming months consistent efforts must be made by all the factors 
involved in investment projects to make up for lags and to fulfill the entire 
investment program by the end of the year. As Comrade Nicolae Ceausescu 
stressed at the joint plenum of the National Council of working People and the 
Supreme Council of Socioeconomic Development, "We must take measures at each 
and every building site and unit, and we must do everything that is necessary 
to better organize supplies, increase labor productivity, and secure the 
necessary manpower, so as to implement all investment projects without fail." 
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In keeping with the construction stage of each project and with the need to 
intensify efforts on each building site, steps must be taken as warranted by 
each situation with the most efficient means and measures, so that each 
project planned for this year can be put into production strictly on schedule. 


Proceeding from the fact that, within the general measures adopted by the 13th 
party congress for the manysided progress of the economy, the development of 
the energy and raw materials sector remains one of the priority objectives of 
the coming 5-year plan, too, the greatest attention must be paid to opening 
all respective capacities on or ahead of schedule. Alone in the energy 
industry, units totaling over 2,700 MW are planned to begin production this 
year. At the same time, considerable quantities of coal, oil, and ores are 
expected to be yielded at the new production capacities that must be opened by 
the end of the year. However, as we said, in the first semester various 
shortcomings unaccountably added to the building duration of investment 
projects. Similarly, consistent efforts must be made on the sites of new 
plants for the metallurgical, chemical, and construction materials industries, 
those being areas that provide considerable quantities of raw materials for 
the national economy. Any failure to observe the set deadlines causes a chain 
of shortfalls in the material-technical supply of the processing industries, 
and in the itemized and export productions. 


Particularly at this favorable season for work on all building sites, 
increased and well coordinated efforts must be made by the builders, assembly 
workers, equipment suppliers, and customers to speed up work by: 


--Better organizing the work on each building site. For that purpose, the site 
must be cleared well in time, and the necessary financial and material 
resources, as well as labor force, equipment, and general and detailed 
blueprints, etc., must be secured. Any deficiency in the preparation of each 
operation jeopardizes the following ones and can actually affect tne 
completion deadline of the entire project. The time that remains this year 
must be utilized as rationally and efficiently as possible. Thus, where work 
is lagging behind, urgent steps must be taken to put all the teams--of various 
professions and according to demand--to work on major projects and on those 
that can be very quickly finalized with only a small effort. Similarly, work 
in several shifts or in extended shifts, and permanent technical assistance 
can contribute to recouping lags and to considerably speeding up work. 


--More markedly increasing labor productivity. As is known, this year, labor 
productivity in the construction-assembly sector will have to be far higher 
than in 1984. In order to achieve that, greater efforts must be made to 
mechanize work, to increase the level of industrialization of the various 
activities by more extensively utilizing prefabricated elements and by 
increasing the degree of standardization of constructions, and to promote 
highly productive technologies. Wherever such measures were applied, general 
results were good and projects were completed on or ahead of schedule. That is 
why entrepreneurial units and customers must not neglect any factor that can 
increase labor productivity on building sites, that being the main means of 
ensuring short building durations and reduced costs. 
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--Delivering parts, subassemblies, and technological equipment in the order of 
assembly and the prescribed quality. The efforts made by many builders of 
technological equipment to improve compliance with the terms of contracts 
concluded with various customers hive resulted in on-schedule delivery of 
equipment and installations. Unfortunately, however, there are suppliers, 
particularly in the machine-building industry, who are behind in the delivery 
of thousands of tons of equipment--which had been scheduled for the first 6 
months of this year--and who, at the same time, continue manufacturing ahead 
of time thousands of tons of equipment that cannot be assembled yet and is of 
course left standing on building sites for weeks and months on end. 


In view of the importance of regularly delivering equipment so that many 
capacities planned for this year can be put into production on schedule, 
suppliers, customers, and builders-assemblers must closely cooperate and make 
every possible effort to soon eliminate all the existing shortcomings and 
raise all activities to planned and efficient levels of operation. it is very 
important to secure the technical assistance of planners and of equipment 
suppliers for the entire duration of running tests, so that the new capacities 
can operate at the planned parameters and in complete safety. 


The organizational activities and responsible, practical work of ministry 
managements and working people's councils in each unit and building site are 
now decisive for implementing the programs established point by point and at 
each stage, with a view to operatively solving all the problems on which 
depend the fulfillment of this year's plan and preparations for next year's 
production. 
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GAS SUPPLY AGREEMENT WITH ALGERIA SIGNED 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 12 Aug 85 pp 12-13 
[Article by D. Nedeljkovic] 


[Text] After talks and negotiations lasting several years a treaty was signed 
last week in Belgrade between the SFRY and Algeria concerning imports of natu- 
ral gas to meet the needs of Yugoslav consumers. To be more precise, two trea- 
ties were signed. One arranges for 500,000 tons of petroleum to be imported 
from Algeria to meet Yugoslavia's needs over the next 6 years under the cus- 
tomary terms and conditions and at the prices which Algerian petroleum, which 
is good in quality, fetches from other customers. Although cash will be paid 
for the petroleum imported, the treaty provides that visible trade between the 
two countries will be balanced, that is, the same value of Yugoslav goods will 
be exported to Algeria. This treaty does not disturb the relations already 
well established in the purchase of petroleum on the basis of work done on 
capital investment projects in Algeria (about 740,000 tons of petroleum will 
be imported on that basis this year) nor any possible growth of imports on 
that basis. 


The second treaty, concerning imports of natural gas, projects that gas to 
meet the needs of Yugoslav consumers will be obtained from Algeria over the 
next 20 years (with the option of extending it to 25 years). The gas deliver- 
ies are to begin in 1988 with 300 million cubic meters, beginning in 1990 

1 billion cubic meters will be imported annually, and beginning in 1995 annual 
imports will amount to 1.5 billion cubic meters. 


A New Line of Supply 


The treaty on imports of Algerian gas has provided a new line of supply fer 
energy. Algerian gas will be transported by the international gas pipeline 
already built across Tunisia, beneath the Mediterranean and through Italy (the 
consent of those countries to the transport has been obtained), but the last 
leg in delivery would require building a gas pipeline from Palmanova to Nova 
Gorica, thereby connecting it to the western section (Slovenia and Croatia) of 
the Yugoslav gas pipeline system. This system is capable of taking about 

1 billion cubic meters of gas per year; larger deliveries will require en- 
largement of capacity; that is, the network of natural gas users will have to 
be extended. The gas imported from Algeria will also be consumed in those two 
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republics--"Petrol" of Ljubljana will get 600 million cubic meters, and INA of 
Zagreb 400 million. As in the case of the petroleum imports, the treaty en- 
visages the possibility of exporting the same value of Yugoslav goods or per- 
forming work on capital investment projects in Algeria. 


Domestic production and total consumption of natural gas in Yugoslavia have 
not been defined either for the medium-term period, nor up to the end of this 
century, which means that the role of gas in the fuel and power system has not 
been defined either. The estimates vary greatly: the Strategy in Long-Range 
Development of the Fuel and Power Industry provided that 5 billion cubic me- 
ters would be produced this year, the Agreement on Development of the Fuel and 
Power Industry projected 4 billion, and the study done by several institutes 
3.6 billion cubic meters. The differences for the end of the century are 
still greater: the Strategy 12.2 billion, the Agreement 10 billion, and the 
study 6.5 billion cubic meters. The differences occurred both because of the 
inadequate substantiation concerning reserves and explorations and also be- 
cause of the unrealistic appetites of consumers. Unknowns and uncertainty 
still hang over the offshore explorations and the deep drilling in the Pan- 
nonian Basin, but the demands of consumers mainly go back to the era of cheap 
gas (domestic gas is still considerably cheaper than imported gas) and from 
the planned development of the gas pipeline system. 


Up to now natural gas has been imported under a long-term treaty with the USSR 
via two points, one connects “Naftagas" to the international gas pipeline in 
Hungary, the other connects "Petrol" to the gas pipeline in Austria. It is a 
fact that two unconnected gas pipeline systems have sprung up in our country 
at a time when all of western Europe has built a single gas pipeline system. 
And it is altogether uncertain how long this will last. The present systems 
cannot take larger quantities: 3 billion cubic meters a year are imported 
from the USSR, and this will in fact be even slightly more for last year and 
this year. A further 3 billion cubic meters of imports from the USSR, on 
which there is an agreement in principle, though investments have to be made 
in new fields and a new gas pipeline built to take the gas to the border, 
would require pric: construction of new branches of the gas pipeline in the 
country and linking up the system as a whole, with adequate storage facili- 
ties, compressor stations, etc. 


Realistic Planning 


In spite of the change on the energy market, the strategy for introducing na- 
tural gas into the domestic fuel and power picture has not changed very essen- 
tially over the last two decades. Construction of the gas pipeline network 
and the supply of imported and domestic gas do create security and do diver- 
sify supply, they relieve petroleum refining from excessive production of 
heavy furnace oil, and they make up the scarcity of other types of energy. 

Gas prices, especially those of imported gas, are no longer so favorable, but 
the choice sf gas offers stability and certainty, along with the technical and 
technological advantages which the use of gas otherwise provides. Since the 
public discussion of the Agreement on Development of the Fuel and Power Indus- 
try is under way, it is expected that by the end of the century the available 
quantities and demands of consumers will be reconciled at a realistic level in 
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view of investments in domestic and international gas pipeline systems, gas 
prices, and schedules for reaching those parts of the country which still do 
not have gas pipelines. The specialists estimate that in 1990 domestic pro- 
duction could realistically be 4-4.5 billion cubic meters, and imports between 
4 and 5 billion, which means that total consumption would be 8-9.5 billion cu- 
bic meters. That would already represent a substantial relief of the pressure 
on electric power, coal and petroleum, whose supply is inadequate. Toward the 
end of the century domestic production is estimated at 7-8 billion cubic me- 
ters, and imports between 4 and 6 billion, which represents a total of 11-14 
billion cubic meters for consumption. 
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ELECTRIC POWER PRODUCTION, JANUARY-AUGUST 1985 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 12 Aug 85 p 27 


[Text] Output of electric power over the last 7 months amounted to 39.8 bil- 
lion kwh, which is at the level planned, but 6.4 percent higher than last 
year's output over the same period. It is interesting that consumption (38.9 
billion kwh) has also risen 6.4 percent, but it is still 0.6 percent less than 
was calculated. 


Last year's output was exceeded the most (21.5 percent) by mazut- and gas- 
fired thermal electric power plants, but this is mostly a consequence of the 
fact that they operated exceptionally little last year. Coal-fired thermal 
electric power plants generated 20.5 billion kwh, which is 10 percent more 
than in the same period of 1984, but 1.4 percent below what was planned. Hy- 
droplants generated 15.6 billion kwh, which represents a growth of 3 percent 
over last year and 1 percent over the plan, while the nuclear power plant gen- 
erated 2.2 billion kwh, 10 percent less than last year. 


By the end of July 1.3 billion kwh were imported (450 million kwh exchanged), 
and 1.5 billion kwh were exported (exchanged 650 million kwh). 


During July reserves in storage reservoirs decreased about 400 million kwh, so 
that on the first day of August they contained water to generate 2.5 billion 
kwh, which is 700 million kwh less than planned. 
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BANK ASSOCIATION HEAD DISCUSSES MONEY MARKET 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 17 Jun 85 pp 14-15 


[Interview with Vladimir Krsulj, Secretary General of the Association of 
Banking Organizations, by V. Grlickov; date and place not specified] 


[Text] One of the main reasons for the economy's dinar illiquidity is the 
fact that the extent to which money is economized on and circulated is not 
being increased. Two thirds of the necessary liquid funds are "frozen" in 
stocks and payment recuests resulting from business relations; and a way out 
of being short of cash is sought, in the absence of one's own and credit 
sources, by failing to pay due obligations, issuing unbacked negotiable 
instruments, and so forth. 


The state of the bank's liquidity improved during the second half of last year, 
since they had three times more money in transfer accounts than in the first 
half of the year, and furthermore the amount of reserve sources used was cut 
in half. The improved liquidity resulted from lower expenditures of credit 
money, particularly for investments, under the influence of a policy of high 
interest rates and measures to limit the investment of funds; next, the banks’ 
dinar obligations for covering rescheduled foreign debts were lower; and 
furthermore, credit-monetary policy was somewhat more liberal. It can be seen 
from recent trends, however, that the hanks’ liquidity was not finally stabil- 
ized, since the above-mentioned situation from the end of last year was not 
maintained, as demonstrated by the data concerning the large number of banks 
that are using their liquidity reserves, lacking money in the transfer accounts. 
Of the 93 banks polled, 86 of them had to use these liquidity reserves for an 
average of 13 days. 


The (il) liquidity of the economy and the banks determines to a great extent the 
operation of the market for money and valuable papers, to which nearly all the 
Yugoslav banks come with their supply of money and demand for it. We spoke with 
Vladimir Krsulj, the secretary general of the Association of Banking Organizations 
in Belgrade, under which the Market operates, concerning the kind of results in 
the operations of this rare financial institution with Yugoslav characteristics. 


[Question] How can one describe the operation of this "purely" interbank 
institution, at a time when so much is being said about the flows of bank funds 
being closed off within republic or provincial borders? 
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[Answer] The market for money and valuable papers does not suffer from such 
problems, which is understandable, since its operation is being based primarily 
upon the funds of the banks themselves (in addition, it also includes other 
sources that serve to ensure banking liquidity), which market them because of 
their own economic interests. Money circulation free of any regional “tinge” 
has been ensured in the Market, and all Yugoslav banks are in a fully equal 
position with respect to the terms for cooperation, without any regional 
conditions or barriers. A high degree of concentration of funds has been 
achieved in the Market, and they doubled in a year, reaching the daily amount 
of 105 billion dinars; thus, the Market, if such a ranking is possible, could, 
through its potential strength, take a place among the 10 largest Yugoslav 
banks. 


{Question} This is a Market through which the banks help each other to main- 
tain current liquidity. It can be seen from the data that for this purpose 
they are not only using the so-called primary liquidity funds in the transfer 
accounts, but also some other sources. 


[Answer] A potential of $105 billion means a great deal for solving current 
liquidity problems, as can be seen from the fact that it (the potential) is 
equal to a fourth of the total primary issue of the National Bank that the 
banks used for various purposes last year. Furthermore, these are not only 
primary liquidity funds; other sources intended for other types of consumption 
are also used for liquidity (i.e. citizens’ savings, funds for investments, 
joint consumption, etc.). 


[Question] This had to do with the marketing of so-called daily money with a 
repayment period averaging 20 days. Since there has been an increase in 
financial undiscipline these days, the Market ensures good business conduct, 
as you state in the annual report. 


[Answer] The circulation of money in the Market is accelerating, as can be 
seen from the data indicating that all the funds, through loans and negotiable 
instruments, circulated 10 times in 1984, compared to 8.5 times the preceding 
year. It is significant that the banks marketed 20-30 percent more money 
through the banks than they received from it in the form of credits, which in- 
dicates a good circulation in favor of the threatened areas and banking sys- 
tems. Investments in negotiable instruments, which in terms of time tie up 
money twice as long as in the case of normal loans, have a slowing effect on 
circulation, 


The high overall turnover and the brief retention of funds in use have been in- 
fluenced by the high degree of discipline and responsibility shown by the banks 
in regard to their obligations toward the Market; this shows that these funds 
are truly serving to maintain current liquidity, and not to make up for more 
lasting balance disruptions at the banks. 


[Question] You mentioned that the Market is continually expanding operations 
by participating in trading or receiving at a discount (purchasing) larger 
quantities of valuable papers (negotiable instruments), by which OURs [organi- 
zations of associated labor] ensure their liquidity through the banks. What is 








the situation in regard to collection, i.e. the repayment of the credits used 
to cover the so-called non-quality negotiable instruments? 





[Answer] The volume of negotiable instruments purchased was increased by more 
than three times, and thus the Market became the banks’ main partner in buying 
and selling these valuable papers. Because of considerably lower interest 
rates in comparison with the National Bank's discount rates, most of the port- 
folio of negotiable instruments was monetized through the Market last year. 
The Market bought negotiable instruments worth 330 billion dinars, but the 
national banks bought only 52 billion. 


As for the quality index of these valuable papers, through our business policy 
we established conditions for their purchase, trying to include in our trade 
only negotiable instruments backed by a real commodity-monetary relationship, 
and the banks are also guided by such positions in discounting these valuable 
papers from their partners. It has happened that low-quality negotiable 
instruments are also offered (in 10 percent of the cases), which indicates that 
we have to fight against speculation and trading in these fictitious instru- 
ments for ensuring payments. 


[Question] The banks’ favorable liquidity last year led to a large supply of 
money in the Market, and so you set relatively low interest rates in comparison 
with the National Bank's base discount rate. Now, however, you are making an 
adjustment (an increase in the rates), but in spite of this, the interest is 

ll percent lower than the discount rate, which currently is 16 percent. How is 
this difference in interest possible? 


[Answer] The Market's low interest rates made it possible for the economy to 
use loans under relatively favorable conditions. Most of the banks are abiding 
by this policy, and in purchasing negotiable instruments, they are charging a 
small difference relative to the Market's rate. There are banks, however, 

that charge considerably larger margins--by 18-20 points--above the Market's 
interest rates, and they ought to reexamine such decisions. 


Otherwise, this year and last the policy of realistic interest rates has also 
acquired great significance in the Market, since they are becoming an in- 
creasingly more influential element for the formation of the supply and demand 
for funds. At certain intervals, when the banks’ liquidity was favorable, the 
supply of money in the Market exceeded the demand, and thus market logic indi- 
cated that it was necessary to reduce interest rates, but all of the banks and 
the National Bank of Yugoslavia did not accept this rule. There was a dilemma 
over whether the Market should construct a policy autonomously, exclusively 
under the influence of the supply and demand for money, or follow the general 
policy. It was accepted that supply and demand relations, which depend to a 
great extent upon the liquidity of the banks, have influence, but not ex- 
clusive influence. The determining element in establishing the structure of 
interest rates is the expenses (i.e. the passive interest) that the Market has 
on the funds deposited, with the addition of other real expenditures that arise 
in doing business. You see that there are certain limitations in regard to con- 
ducting an independent interest rate policy, and thus we urge that the Market's 
Executive Board be given greater rreedom to make adjustments, depending upon 
concrete business conditions. 
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ANXIETY ABOUT WEALTH CITED AS OBSTACLE IN PRIVATE SECTOR 


Belgrade NEDELJNE INFORMATIVNE NOVINE in Serbo-Croatian No 1803, 21 Jul 85 
pp 20-21 


[Article by Toma Dzadzic: "The Fear of Billionaires") 


[Text}) The first official mention of billionaires in our country dates from 
the early seventies. At that time Yugoslavia supposedly already knew of 156- 
182 billionaires, depending on who was speaking. Someone noted that this had 
occurred only three decades after nationalization and in spite of the sala- 
ries, which for years did not exceed some 10,000 old dinars. 


Only one decade had passed since that time when in 1982 Dr Dragomir Davidovic, 
professor, announced his computation at a meeting of Yugoslav criminologists 
in Arandjelovac, and it echoed like an explosion throughout the country: Yu- 
goslavia actually has between 7,000 and 8,000 billionaires, he asserted. That 
also engendered a sharply intoned delegate query in the SFRY Assembly--Can all 
this be true? As has become the established practice, that figure was also 
mentioned in a negative context in various speeches. And once again the fate 
of billionaires was not resolved, nor was their status in this country. Nor 
was the growth of their numbers halted, assuming that that would be a sensible 
thing to do. 


Then this past year two members of the Presidium of the Council of the Federa- 
tion of Yugoslav Trade Unions, Aleksandar Donev and Franc Humar, estimated 
that there are at least 40,000 “Onassises” living among us. 


Interest More Lucrative Than Business 


As it turns out, it could be that all those mentioned are wrong. Even an 
apartment that is a bit bigger in the city, or a medium-sized fisherman's cot- 
tage on the shore are today worth more than a billion old dinars. There are 
villas that are worth some 10 billion dinars. Finally, any peasant who has 5 
or 6 hectares of land, a dwelling, a farm building and agricultural machines, 
livestock, and so on, is a billionaire. Incidentally, Yugorlavia has more 
than 300,000 self-employed craftsmen and tradesmen, hostelers, taxi operators, 
to go no further.... Billions of dinars also pass through the hands of most 
of them every year. Viewed in these terms, Yugoslavia has in fact several 
million billionaires. This was in fact recently asserted in NIN by Dr Ljubi- 
sav Markovic, professor. 








A NIN reporter was unable to obtain even an approximate interpretation of what 
we mean by the term billionaire from the several authoritative people he in- 
terviewed in various professions. They are all in a dilemma: Is a billion- 
aire someone who has property worth | billion old dinars or someone who has a 
total of | billion dinars in the bank or at home? Or perhaps is a billionaire 
someone who has realized | billion dinars in | year? Along with all of that, 
we need to distinguish those moneybags who have become rich by honest work, 
paying all their taxes and contributions to society, from those who achieve it 
by misappropriation and embezzlement of various kinds. 


"Since, then, we do not have criteria by which we can define who the billion- 
aires are, we *ctually know nothing about them as a social phenomenon, nor 
even what mecsures should be undertaken." 


Reflecting along these lines, Dr Silvano Bolcic, professor of sociology at 
Belgrade University, explained in this way why the measures of social welfare 
policy to mitigate social differences have so far been unfailingly fruitless. 


"They were not even aimed at the unlawful realization of billions," Professor 
Bolcic immediately answered. His opinion was shared by the others as well. 


This omission is offset by the commissions for investigation of the origin of 
property, and finally by its taxation. 


What Happens to the Billion? 


"It is more profitable to place | billion dinars in a time deposit in the 
bank, since in a year the depositor obtains 720 million dinars in interest, 
than to invest a large amount of money in some business,” says Belgrade engi- 
neer Mile Zaric, a successful self-employed industria] craftsman who has an 
entire small rubber plant in Centa, right near Zrenjanin. He works entirely 
for the socialized sector and the Revenues Administration monitors all his 
earnings. This is the picturesque way in which he portrays the troubles of 
self-employed craftsmen and tradesmen in our country: 


"The legislation is such that a man can invest even as much as 10 billion di- 
nars in the best possible production program and under the most favorable cir- 
cumstances achieve sales of even 50 billion, which is almost utopia (since 
usually it takes work organizations with a labor force of about 150 for such 
sales). No matter, from those 50 billion the private investor would earn 
about 5, but the taxes and contributions would take away most of that profit, 
and he would end up with only 500 million. Which is less than the interest 
paid on just | billion in a time deposit. 


"If we did not tax the earnings invested in new businesses to update technol- 
ogy (since even the small business sector needs to keep pace with world tech- 
nology) ... jobs would be created for more people, more goods would be pro- 
duced and sold.... The taxes on those augmented sales would bring society 
much larger revenues than merely the tax on net income as is now the cas," 
Zaric says. 








This argument was also confirmed by Duka Samardzic, secretary for small busi- 
ness of the Belgrade Economic Chamber: 


"Regardless of how much the private entrepreneur invests in his business, only 
up to 50 percent of the money invested is acknowledged, but even then not to 
exceed 17 million old dinars. That means that the private entrepreneur will 
not pay tax on those 17 million old dinars even though he may have invested 34 
million or 34 billion dinars to expand the business or to adopt a new technol- 


ogy." 


Of course, that kind of tax policy cannot be very attractive to our "foreign- 
ers" to bring their foreign exchange home from abroad and use it to develop 
small business here. 


The stories about billionaires are just frightening people who have lawfully 
acquired sizable quantities of money and they are reluctant to show that 
wealth. They do not want to risk being talked about as being rich if they 
were to invest that money in businesses from which both they and society could 
only gain. 


In the Economy Instead of in Gold 


At least that is how Professor Bolcic views this phenomenon. This anxiety has 
perhaps even driven the private entrepreneurs to the point where not a singie 
one of them has yet exercised the right allowed by the new legislation whereby 
a private entrepreneur can employ 10 workers. 


“What reason would I have for taking the risk and investing immense money in 
an uncertain business, and aside from that work 16 hours a day as the person 
responsible for supplies, for bookkeeping, for the organization of work, and 
also as the expert on social self-protection and self-management, that is, why 
would I take the trouble and at the same time be anxious that if 1 should pos- 
sibly realize a large gain which has been earned, I would be branded in public 
as a billionaire, as a rich man, as a socialist exploiter"--this is the line 
of reflection of one of the better-off Belgrade private entrepreneurs who is 
already referred to as a billionaire, probably in view of the value of his 
workshop and the equipment in it. He works exclusively to meet the needs of 
the “large-scale” economy, and all his income is under public scrutiny, and he 
personally rejects the label of billionaire. 


Officially Branko Cvijovic, president of the Belgrade Community of Independent 
Craftsmen and Tradesmen, gives support to private entrepreneurs to expand the 
small business sector, to employ as many people as possible, taking the posi- 
tion that otherwise there can be no stabilization of the entire economy. 


At the same time engineer Mile Zaric perceives the legislation governing the 
business operation of the small business sector as having been designed for 
tax evaders. It even seems to him that independent entrepreneurs are too 
heavily burdened with taxes whose purpose is to take dinars out of their pock- 
ets which are assumed in advance to have been held back. 
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Under those circumstances real earnings are concealed even by those who would 
not think of it, since evasion is the only way of earning enough for a decent 
life, or, that is, as much as the particular individual feels he deserves on 
the basis of his work. 


The thoughts <« sve were gleaned from what we were told by Professor Bolcic, 
author of a bock entitled “Razvoj i kriza jugoslovenskog drustva u socioloskoj 
perspektivi" [The Development and Crisis of Yugoslav Society From the Socio- 
logical Standpoint]. 


"Billionaires in our country often engage in a tug-of-war in order to conceal 
the essence of the problem, and that is the profound social differences, al- 
though the phenomenon of the billionaire has not been defined either in its 
terms or its content." 


When those words were spoken by Dr Vladan Vasiljevic, scientific associate of 
the Belgrade Institute for Sociological and Criminological Research, he also 
had in mind that the scientists have not behaved altogether honorably in this 
matter either. "Not only have they failed to clarify the term billionaire, 
but they have foilowed the lead of the current policy and associated them- 
selves with certain unfounded estimates concerning billionaires as a serious 
social evil." 


On this occasion Vasiljevic was not referring to billionaires who have become 
that in various prohibited ways. He said: 


"I am afraid that even now such billionaires are outside the reaches of the 
law, although there is the basis for them to be under its surveillance." 


He finds a confirmation of his reflections in a study by [C.] Wright Mills, 
who in writing his famous White Collar emphasized that social stratifications 
also occur in socialis . Mills interpreted this in terms of the fact that a 
certain group of people have immense power and wealth, and he sees the core of 
such phenomena in the fact that the same forces which accomplished the revolu- 
tion accepted the bureaucracy to meet the needs of a particular moment, but it 
freed itself of those wholesome forces of society and began to reproduce it- 
self in such a way that immense social differences are created. 


Soon All Will Be Billionaires 
Djordje Diesk, MA, an independent scientific researcher at the Institute for 


Planning and Management Systems in Belgrade, has an interesting opinion about 
why a man cannot legally become a billionaire in the socialized sector: 


"The private entrepreneur can use the newly created value which is formed and 
remains as capital surplus in various ways at his own discretion, indeed even 
to go out and have a good time if he wishes. In the socialized sector, by 
contrast, the capital formed remains with the work organization, but not with 
the persons employed in it. They cannot spend that accumulation, say, to 
raise their personal incomes. 








This person we talked to, who incidentally has taken part in drafting several 
programs for development of the small business sector in Belgrade and Serbia, 
feels that excessively great stratification of society ought to be prevented 
by restricting the material resources with which private entrepreneurs earn 

their income, just as there is a restriction on the number of workers whom a 
private entrepreneur can employ. Dlesk recalls that today just one machine 

can be worth more than 1 billion dinars and can produce more than 10 workers. 


In spite of everything, there is no doubt that the billionaires in our country 
will be an ever greater problem, since there will be more and more of them, at 
least until we all become billionaires. 


In view of the level of the inflation rate, that will not be long in coming, 
as Berislav Sefer predicted back in 1982 in what he said in a session of the 
"Krajger Commission." Nevertheless, even when we all become billionaires, 
there will still be a problem, but of a somewhat different nature. Calculated 
at the present rate of inflation, a loaf of bread will cost 200 million old 
dinars at the beginning of the 2lst century, and that is in just 15 years. 
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DATA ON EARNINGS, NUMBER OF SMALL BUSINESSES 
Belgrade EKONOMSKA POLITIKA in Serbo-Croatian 12 Aug 85 p 14 
[Article by V. Karakasevic: "On the Margin of the System"] 


[Text] Last year the social product of production activities in the small 
business sector in Yugoslavia amounted to 329,689.6 million dinars, which is 
61.8 percent more than in 1983. Small business organizations in the social- 
ized sector had a social product of 136,357.7 million (50.6 percent more), and 
those in the private sector 193,331.9 billion dinars (70.7 percent more than 
in 1983). These are more or less average results, even indicative of stagna- 
tion, since the growth of the social product of the small business sector 
mainly coincides with inflation. Yet at the same time we should bear in mind 
that over that period of 1 year the private sector has increased by more than 
13,000 establishments, while in the socialized sector of small business the 
number of work organizations has dropped by 115 and the size of the labor 
force by 2,725. 


Organization and the Size of the Labor Force in the Socialized Small Business 
Sector 

















1983 1984 
Republics OUR". * Employees OUR's Employees 
SFRY 2,499 195,762 2,384 193,041 
Bosnia-Hercegovina 213 18,621 205 17,607 
Montenegro 52 2,830 52 3,062 
Croatia 597 45,956 570 45,712 
Macedonia 343 25,120 325 24,001 
Slovenia 389 26, 368 366 25,384 
Serbia 905 76,867 866 77,275 





* Organization of associated labor. 


Incidentally, it has been calculated that small business is always more effi- 
cient than the so-called large-scale economy. For instance, over the period 
1981-1983 the growth rate of production and services in Yugoslavia's small 
business sector amounted to 2.8 percent--at a time when the growth of the so- 
cial product of the entire economy was only 0.2 percent, and the growth of in- 
dustrial output 1.7 percent. 
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Of the 2,384 organizations of associated labor in the small business sector at 
the end of 1984 most were engaged in craft and trade manufacturing--735 (with 
a labor force of 58,905), followed by construction--705 establishments (43,015 
employees), activities in industry and mining--591 (62,609 employees), the 
rendering of craft and trade services--191 (12,863 employees), health care and 
social welfare--73 (11,432 employees), and trade--38 (1,970 employees).... In 
the sector of industry and mining most of the small business OUR's are in the 
production of finished textile products--113 (with a labor force of 15,588), 
in metal manufacturing--97 (9,366 employees), and in the production of fin- 
ished wood products--74 (7,018 employees), and so on. 


On the Periphery of the Economy 


Instead of the development of small busir«:ss OUR's being forcefed and aided-- 
because by the nature of their business they are more efficient, because they 
can meet many production needs of the large-scale economy and produce what is 
now being imported, because they represent an opportunity for greater creation 
of new jobs, and for all the other reasons which are stressed as advantages of 
small business--these organizations are always on the periphery of the economy 
in our country and are often treated as a stunted and unsuccessful part of it. 
All the benefits still go to the "biggies" (priorities, sociopolitical protec- 
tion, credits, foreign exchange rights ...). It has been several years now 
since the possibilities were examined and the proposal made that small busi- 
ness OUR's be exempted from some of the taxes and contributions so that they 
would be left more resources for development and distribution. But during all 
this time their taxes and contributions have grown faster than personal in- 
comes. This is where we find most of the work organizations which survive at 
the expense of the low personal incomes of their employees. In 1984 the in- 
come of small business OUR's amounted to 141,759.8 million dinars (51.8 per- 
cent more than in 1983), the net personal income and other personal benefits 
amounted to 56,216 million dinars (42.5 percent more), taxes, contributions 
and other assessments amounted to 50,875.2 million dinars (47.9 percent more), 
and resources for expanded reproduction 34,668.6 million dinars (77.4 percent 
more than in 1983). Personal incomes and all other personal benefits of em- 
ployees have a share of only 39.6 percent in income. 


The large growth of resources for expanded reproduction (given the low per- 
sonal incomes) actually confirm the fact that these small work organizations 
cannot take expensive credits for development and for business expansion, but 
are setting aside resources for those purposes at the expense of the personal 
earnings of their labor force. But even the resources set aside in such 
amounts signify only 14.5 billion dinars a year per OUR, which is certainly 
minimal for any serious development of these activities. 


At a time when imports of raw materials, production supplies, parts and equip- 
ment are a problem difficult to solve even for large Yugoslav importers, it is 
stili more difficult for work organizations and workshops in the small busi- 
ness sector, since there are very few of them which export their products di- 
rectly. In the general associations through which rights to foreign exchange 
for needs in reproduction are obtained--there is hardly any place at all for 
small business. Small business OUR's have been referred to that 10 percent of 

















the current inflow of foreign exchange set aside in the republics and prov- 
inces “for all community needs." The practical possibilities of obtaining 
foreign exchange from that source to meet the needs of small business are 
something worse than scant. If in fact an OUR's need in reproduction is ac- 
knowledged, and it is granted the right to import--that right could not be ex- 
ercised, since in fact the foreign exchange did not exist. Instead of fur- 
nishing less foreign exchange to the small business sector to import produc- 
tion supplies, the large business organizations have been paying much more to 
import parts and other "trifles" which could be made easily and to a high 
standard in the workshops of the small business sector. 


Off to one side, so to speak, small business OUR's have been surviving by 
their own devices. Without the support of the “large-scale” economy and 
"high-level" policy, neither they nor the self-employment sector can become a 
new backbone for the country's economic development. 
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PERSISTENT OBSTACLES TO STABILIZATION DETAILED 


Belgrade NEDELJNE INFORMATIVNE NOVINE in Serbo-Croatian No 1803, 21 Jul 85 
pp 18-20 


[Article by Branko Colanovic: "The Pauperization of the Economy") 


[Text] These past several days the newspapers have noted the statement made 
by the federal secretary for finance to the effect that concerning “financial 
consolidation" of the economy and the banks only initial success was achieved 
last year, while the principal tasks still lie ahead of us. 


We have seen the catalogue of successes and tasks. There are too few of the 
former and an overabundance of the latter. 


As a matter of fact, there are no successes more significant than those which 
pertain to the country's foreign debt. Even this is old hat now. Credit ob- 
ligations are being discharged promptly, but we achieved that 2 years ago. 
Further borrowing abroad has been halted, but the Yugoslav debt, which reached 
its high point in 1981, has been hanging for 3 years now at about $20 billion, 
to a large extent because of the attitude taken by our foreign creditors. A 
better disposition of income has been recorded in the economy, with a larger 
growth of appropriations for savings than for personal incomes, but this has 
been compelled by the need to pay off debts, especially interest. 


The “initial successes" have been initial and no more than that for too long. 


A definition is lacking: What is financial consolidation? Perhaps we err 
least if we assume that this is above all financial discipline. The economy 
and the banks cannot consolidate unless they unconditionally obey the strict 
laws of the market and a Yugoslav legal system that is uniformly regulated and 
coordinated in fact. 


Can the Banks Be Said To Be Banks 


However, we have just seen how the chronic disorder in debtor-creditor rela- 
tions and in the enforcement oſ federal standards and legal enactments is con- 
tinuing. The federal secretary has said that last year there were 6/77 cases 
when commercial banks showed a negative balance, issuing orders for payment 
from their giro accounts of funds which were not there or exceeded the 
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prescribed limit on their lending solely in order to be able to pay the obli- 
gations of work organizations which were completely illiquid. 


When that is possible, banks cannot be said to be banks, but rather are noth- 
ing other than financial constructs for social welfare policy. Those who are 
at fault and who are responsible are many, but they are specific and recogniz- 
able people in the banks, in the Social Accounting Service and the national 
banks, along with those elusive figures in sociopolitical communities and or- 
ganizations who stand in the background of this immorality. "Property is 
theft," was the utopist opinion of Charles Francois Fourier [sic], but here it 
is the other way about. A negative balance in a bank's giro account is theft, 
but that theft is turned into the property of those who have been unsuccessful 
in conducting their business. 


Before the figure arrived at 677 cases, there had to be a first, second and 
third case. This should have been nipped in the bud. 


If we move on from the "initial successes" to the "main tasks which lie before 
us," the first is undoubtedly the faster growth of the economy's gross income 
in real terms per member of the labor force. Comparing 1984 to 1983, gross 
income rose 61.9 percent, but inflation took away 56.7 percent, and the size 
of the labor force grew 2.7 percent. This gives a real growth per member of 
the labor force of slightly more than 2 percent. After several years of stag- 
nation and even slipping backward, this certainly signifies a favorable change 


of direction, but it is too modest to meet our needs. 


A basic favorable change is also evident with respect to the origin of gross 
income. In 1983 the income of the economy realized from sales on the foreign 
market had a share of 6.2 percent in gross income, while in 1984 the figure 
was 6.8 percent. But even this is too modest an improvement. It is easy to 
conclude that it is enough for the economy to raise the prices of its products 
on the domestic market by only 10 percent less than last year in order to re- 
alize an income larger than total export sales. The profound crisis of the 
Yugoslav inflow of foreign exchange, for 4 full years now, has found its main 
causes in the excessively high rate of domestic inflation. 


His Exalted Reverence the Rate of Interest! 


Among the elements which form the economy's gross income, income from interest 
has had by far the largest growth. Its index number was 224.7 between 1983 
and 1984. If we bear in mind the low capacity utilization and slack growth of 
the social product, will the predictions of certain people be borne out to the 
effect that it is more and more to the advantage of the economy to use its 
money resources for interest-bearing loans than for production? As a matter 
of fact, where can the limits be put on the ultimate economically acceptable 
level of the rate of interest in our country? Marx demonstrated that interest 
is the share of the "money capitalist" in the profit realized by the “operat- 
ing capitalist" as the borrower, and that the level of the interest rate is 
thereby determined by the level of the average rate of profit. If we wish to 
apply a real interest rate, i.e., an interest rate which is at least somewhat 
higher than the rate of inflation, we must have much higher utilization of 
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production capacity and much faster circulaticn of working capital than what 
we have now. 


But let us turn for a moment from the gross income of the economy and the 
share of interest in its creation to take a look at the proportion of interest 
paid in the social product of the socialized sector of the economy, as shown 
in the table below (in percentages on the basis of current prices): 


Proportion of Interest in the Social Product 


1979-1981 1982 1983 1984 





6-6.6 8.0 11.4 23.1 


Here again the level of inflation is the decisive factor. Its intolerably 
high rate has to be cut back as fast as possible by means of the comprehensive 
measures set forth in the conclusions of the 17th Meeting of the LCY Central 
Committee. 


The distribution of income is essential to the economy's economic position. 
In 1984 even these modest results recorded in the growth of real income were 
offset by the deterioration of the economy's share in the income distributed. 


The table below shows that many participants in distribution drained more from 
income in 1984 than in 1983 when their share is compared to that of the econ- 
omy. Justified or not? But first the figures (on the basis of current 
prices): 


Distributed Income (in percentages) 





Indicator 1983 1984 
Funds for organizations of associated labor [OUR's] 58.1 56.0 
Other participants 41.9 44.0 


A Blow to Personal Incomes 


Within the funds which went to organizations of associated labor, the share of 
personal incomes of the labor force was very seriously hurt. Their net per- 
sonal incomes had a share of 34.4 percent of total income distributed in 1983, 
but only 31.1 percent in 1984. 


Much the same was also true of resources for social services within organiza- 
tions of associated labor. The wninterrupted severe cutback of real personal 
incomes in the economy can be blamed not only on inflation, but also on the 
increased drain of income by many other participants in distribution as well 
as on the need to set aside more for savitigs than in the past, in actuality to 
cover immense debt obligations and investments in sterile working capiral. 
Appropriations to savings, reserves and similar purposes of organizaticas of 
associated labor amounted, then, to about 19.5 percent in 1984, as against 
17.9 percent a year earlier. 











Other participants in distribution increased their share from 41.9 to 44 per- 
cent. Their share increased by the size of the share which the economy lost. 


Certain important phenomena were recorded in this connection in 1984. The 
economy's appropriations to society's government and social service expendi- 
ture dropped off appreciably in relative terms, from 21 percent in the previ- 
ous year to 19.4 percent. This eased the burden on the economy's income rep- 
resented by various taxes, contributions and the like intended to meet the 
needs of budgets, education, health care, and so on. But they were replaced 
by ever larger obligations represented by interest, banking commissions, vari- 
ous contributions imposed “through self-management," and so on. 


The main items in the share of “other” participants in the pie we referred to 
as income were the following (in current prices): 














1983 1984 
Billions Billions 
Item of Dinars z of Dinars Z 
Needs of government 69.0 2.5 77.8 1.8 
Social services 500.1 18.5 780.0 17.6 
Interest 398.6 14.7 818.9 18.4 
Bank commissions, insurance premiums, 
etc. 71.8 2.6 110.3 2.5 
Miscellaneous participants 95.1 3.6 162.7 3.7 
Total 1,134.6 41.9 1,950.6 44.0 


Money paid out for interest and commissions to banks and other financial orga- 
nizations in 1984 exceeded expenditures for government and social service ex- 
penditures charged to income. This certainly includes interest paid foreign 
creditors as well. The economy is more and more dependent upon borrowed 
funds. 


Given this situation, pressed by the burden of debt obligations and arriving 
at the «.ivemely lower limit in reducing personal incomes, the economy not 
only is .«sorting to regular and legally established borrowing, but also to an 
ever lo ger forcible retention and use of others' resources. 


The main items among the sources of the economy's resources showed the follow- 
ing growth in the 1984 over 1983 (in percentages): 





Item 7 

"Own" sources of business assets 52.0 
Pooled resources (symbolically small) 66.8 
Total credits 55.4 
Unmet obligations 56.1 
Other sources of funds 62.6 
Total sources (liabilities) 54.6 
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The economy's own sources of funds grew at a rate below the average. The use 
of credit showed a mixed growth. Credits for fixed capital were up 47.1 per- 
cent, while credits for working capital jumped all of 63.8 percent. The slack 
investment in projects left the economy without sufficient prospects for opti- 
mal growth of modern productive forces, wiile the excessively large working 
capital is putting a painful pressure on the economy's income. 


While Inventories Are Growing 


Total working capital employed increased 61 percent in 1984 over 1983, which 
is approximately the size of the growth of the economy's gross income. We 
note the largest jump in inventories as a whole (64.7), and in the breakdown 
the largest increase was for inventories of finished produ:’is (89.2). Here 
again there are various forms of involuntary credit financing of trading part- 
ners. 


With the excessively large working capital the economy is paying the bill for 
the divided nature of the Yugoslav market and the great disorder which pre- 
vails on it with respect to debtor-creditor relations. We already know how 
intolerably low the coefficient o° he circulation of working capital is in 
our country. In 1984 it was only 2.44 for the economy as a whole, but in in- 
dustry it was even far below that at only 1.99. This is yet another of our 
many peculiarities. Agriculture has been recording a faster turnover of work- 
ing capital, with a coefficient of 2.56. 


The crisis of the economy today will undoubtedly create large gaps in the fu- 
ture development of the productive forces, in the rise of labor productivity, 
and in the application of science and new technologies. The ever lower gen- 
eration of capital by the economy cannot but have lasting consequences. Below 
we give the figures on the ratio of savings to the social product and also to 
Below we give the figures on the ratio of savings to the social product and 
also to business assets employed (in percentages): 








Indicator 1981 1982 1983 1984 
Gross savings relative to the social product 20.2 21.3 21.7 18.8 
Gross savings relative to business assets employed 8.5 8.6 9.2 8.1 


In this connection the level of the economy's self-financing, expressed as the 
ratio of gross savings and gross investments to fixed capital, fell from 135 
in 1983 to 122 in 1984. The use of a very large portion of savings to meet 
debt obligations, including foreign debts, left less funds for investment. 


It is not surprising in the light of what we have said above that the extent 
to which the economy's fixed assets are written off has deteriorated appreci- 
ably. In 1983 it amounted to 48 percent, and in 1984 about 50 percent, taking 
fixed capital as a whole. 


There have been too many numbers given in this report, but stiil we perhaps 
have not made it sufficiently clear how unsatisfactory the economy's financial 
position is. Some of the phenomena have been shown, others have not. We 
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should also bear in mind that the losses have been growing, that uncovered 
differences in rates of exchange are extremely large, the stratification tak- 
ing «lace among organizations, lines of business and regions has been ever 
more .ronounced, and the unlawful appropriation of public property is increas- 
ingly serious. The sins of major shortcomings in economic policy, in the eco- 
nomic system and in that part of the political system which has a direct in- 
pact on the guidance of the economy have now come clearly out into the open. 


Everyone Suffers in His Own Hell 


“The main tasks still lie before us"--that is undoubtedly a better realization 
than was the case with the phrase about the improvement of the economic system 
which was monotonously repeated several years when the obvious mistakes were 
made. 


In the 14th century comedy did not signify a humorous plot in today's sense of 
the word. It was a poem with a tragic beginning and happy ending, and the su- 
preme example of it is the "Divine Comedy." Dante dealt in his poem with the 
redemption of sin, and then the road to heaven, since harmony would replace 
anarchy. 


We also have our own hell--that is the stagnation of the social product accom- 
panied by very high inflation. We have to accept the Long-Range Economic Sta- 
bilization Program as purgatory. But whether paradise will be a better model 
of a self-managed socialist economy than the present one is a question which 
lies in the domain of the transcendental. 
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